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CSOIIMITTEB  ON  INTOBSTATE  AND  FOMaGN  COHMEBCE, 

House  of  Representatives, 
Wednesday  December  20,  192^. 

The  committee  met  at  10  o'clodk  a.  m.,  Hml  Samuel  E.  Wintdow  (chairman), 

presiding.  ^ 

There  were  present  before  the  committee  Hon.  Hatton  W.  Sumners,  a  Repre- 
sentative in  Congress  from  tlie  State  of  Texas ;  Mr.  Thomas  J.  Freeman,  gen- 
eral counsel  Texas  &  Pacific  Railway  Co. ;  and  Mr.  C.  A.  de  GersdorfE,  52  Wil- 
liam Street,  New  York  City,  counsel  for  bondholders  of  the  Texas  &  Pacific 

Railway  Co.  ,  . ,  .  . 

The  Chaibmaw.  Gentlemen,  the  bill  before  ns  to-day— or  which  was  supposed 
to  come  before  ns  to-day— was  H.  R.  13005,  introduced  by  Mr.  Sumners,  affect- 
ing the  Texas  &  Pacific  Railway  Co.  After  a  little  study  of  the  subject  matter 
and  a  conference  with  the  Interstate  Commerce  Commission,  who  wrote  quite 
in  detail  with  reference  to  suggestions  on  the  bill,  the  Chair  has  been  advised 
that  Mr.  Sumners  thought  it  better  to  prepare  a  second  bill,  which  appears  m 
the  form  of  H.  R.  13476.  The  second  bill  embodies,  with  the  exception  of  three 
or  four  or  half  a  dozen  words,  which  perhaps  were  misprinted  by  error  of  the 
typesetter,  all  the  recommendations,  corrections,  and  su^estions  of  the  Inter- 
state Commerce  Commission.  The  differences  are  very  few.  Mr.  Snnmere,  if 
I  am  not  quite  in  accordance  with  the  facts,  you  will  kindly  correct  me.  So  it 
seems  best  to  the  Chair  to  pick  up  the  later  bill,  which  I  understand  is  the  desire 
of  Mr.  Sumners,  and  ctmsider  it  ratlier  than  the  first  MIL  Is  that  correct? 

Mr.  SuMNEBS,  Yes,  sir. 

(The  bill  referred  to  follows:) 

[H.  R.  13476,  Sixty-seventh  CongreBi»  fourth  semAon.] 

A  BILL  Amendatory  of  and  supplemental  to  an  act  entitled  "An  act  to  incorporate  the 
Texas  Pacific  Railroad  Company,  and  to  aid  in  the  construcUon  ^te  road,  and  for 
other  purposes,"  approved  March  3,  1871.  and  actssupptonoital  thereto,  approved,  re- 
spertt^y;  May  2,  1872,  March  8,  1878.  and  Jane  22.  1874. 

Be  it  enacted  by  the  t^enate  and  Houfie  of  ReiM-esentatires  of  the  Vyiited 
(States  of  America  in  Conqreifs  aftsemhled.  That  in  addition  to  the  i)owers 
conferred  upon  or  secured  to  the  Texas  and  Pacific  Railway  Company  by  the 
act  of  (^ongress  under  which  it  is  incorporated  and  the  supplements  thereto, 
said  railwav  conipanv.  in  order  to  extend  and  develop  the  lines  of  railroad 
now  owned  by  it  and  situated  to  the  States  of  Texas,  Louisiana,  and  Arkansas, 
the  main  lines  whereof  extend  from  Texarkana,  Texas,  westwardly  by  way  of 
Whitei^ro  to  Fort  Worth,  Texas,  and  from  Texarkana,  Texas,  southerly  to 
Marshall,  Texas,  and  thence  westwardly  by  way  of  Dallas.  Texas,  to  Fort 
Worth,  Texas,  and  from  Fort  Worth,  Texas,  westwardly  to  Sierra  Rlanca. 
Texas,  and  from  Texarkana.  Texas,  and  Marshall.  Texas,  southerly  and 
easterlv.  respectivelv,  to  Shreveport.  Louisiana,  and  from  Shrevei>oi-t.  Louisiana, 
southeasterlv  to  New  Orleans.  Louisiana,  all  of  which  lines  are  now  owneii 
and  operated  bv  it  under  the  name  of  the  Texas  and  Pacific  Railway  Company, 
and  also  the  line  between  Sierra  Blanca,  Texas,  and  Bl  Paso,  Texas,  over 
which  the  Texas  and  Pacific  Railway  Company  operates  pursuant  to  an  agree- 
ment with  the  Galveston,  Harri*urg  and  San  Antonio  Railway  Company,  and 
bnuK^  Itnes  now  owned  and  opemteft  by  the  said  the  Texas  and  Pacific  Rail- 
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way  <%nui»aii.v,  being  lieiTby  designated  and  declared  l(»  be  lines  of  railroad 
of  llie  Texas  and  Pacific  Uaihvay  Company,  shall  have  power  from  time  to  time 
to  lay  out.  locate,  construct,  furn'sli,  niaintain.  operate,  purchase  or  lease, 
and  enjoy  railroads  constituting  extensions  or  brandies  of  its  said  lines  of 
railroad. 

Ssc.  2.  That  said  lines  of  railroad,  including  all  branches  and  extensions 
"heretofore  constructed  or  acquired,  or  which  may  be  constructed  or  acqnlred 
as  aforesaid,  shall  be  deemed  and  t&km.  to  be  a  part  of  the  Texas  and  Pacific 
ilailway  Company  and  of  its  line  of  road,  and  of  its  prescribed  route,  for  the 
purposes  and  within  the  meaning  of  and  subject  to  all  the  provisions  and 
limitat  ons  of  the  Act  of  Congress  incorporating  said  company  and  of  the 
supplements  thereto. 

Skc.  3.  That  in  addition  to  the  powers  conferred  l)y  section  2  of  tlie  act 
entitled  *'An  act  supplementary  to  an  act  entitled  *An  act  to  incorporate  the 
Texas  Pacific  Railroad  Company  and  to  aid  in  the  construction  of  its  roads, 
and  for  other  purposes/  approved  March  3,  1873L,"  approved  May  2,  1872;  the 
Texas  and  Pacific  Railway  Company  shall  have  power  and  authority  at  any 
time,  or  from  time  to  time,  by  resolution  of  its  board  of  directors,  duly  adopted 
adopted  at  a  meeting  thereof  held  in  accordance  with  its  by-laws,  and  with 
the  consent  of  the  holders  of  a  majority  in  amount  of  its  then  outstanding 
capital  stock,  expressed  by  vote  in  person  or  by  proxy  at  a  special  meetin-^ 
of  said  stockholders  calle^l  for  the  purpose  upon  such  notice  as  its  by-law^ 
require  for  the  calling  of  such  special  meeting,  to  authorize  an  issue  or  issues 
of  its  bonds  for  the  completion,  equipment,  maintenance,  or  repair  of  its  lines 
of  railroad,  the  funding  of  any  debt,  the  matdng  of  any  additions,  extensions, 
or  betterments  to  its  property,  or  for  any  other  lawful  corporate  purpose,  with- 
ont  limitation  in  amount  to  $40,000  per  mile  of  its  lines  of  railroad  as  pre- 
scribed by  said  act  of  Congress  approved  May  2,  1872,  and  to  secure  said 
bonds,  or  any  of  them,  by  mortgage  or  other  lien  upon  all  or  any  portion  of 
its  franchises  and  property. 

Skc.  4.  That  the  capital  stock  of  the  Texas  and  Pacific  Railway  Company 
heretofore  fixed  by  its  board  of  directors  pursuant  to  the  provisions  of  said 
act  of  Congress  approved  March  3,  1871,  at  $59,000,000  may  be  increased  at  any 
time,  or  from  time  to  time,  by  resolution  of  Its  board  ot  directors,  duly  adopted 
at  a  meeting  thereof  held  in  accordance  with  its  by-laws,  and  with  the  consent 
of  the  holders  of  a  majority  in  amount  of  its  then  outstanding  capital  stock, 
expressed  by  vote  in  person  or  by  proxy  at  a  meeting  of  said  stockliolders  called 
for  tl)e  pui-pose  npcoi  such  notice  as  its  by-laws  require  for  the  calling  of  such 
special  nieetin^r. 

Any  additional  J?hare  of  capital  stock  so  autliorized  shall  l)e  entitled  to  such 
rights,  privileges,  and  priorities,  and  preferences  and  be  subject  to  such  limita- 
tions and  restrictions  as  may  be  determined  by  resolution  of  tlie  board  of 
directors  with  like  consent  of  the  holders  of  majority  in  amount  of  the  then  out- 
standing capital  stock  of  the  Texas  and  Pacific  Railway  C!ompany:  Proviie^f 
That  each  share  of  outstandii^  capital  stock,  preferred  or  common,  shall  be 
entitled  to  one  vote  at  every  stockholders'  meeting,  which  may  be  voted  in  per- 
son or  by  written  proxy. 

Sec.  5.  That  all  power  and  authority  granted  by  this  act,  or  by  any  of  the 
aforesaid  acts,  shall  be  subject  in  its  exercise  to  the  provisions  of  the  inter- 
state connnei'ce  act,  or  any  act  amendatory  thereof  or  supplemental  thereto 
from  time  to  time  in  force,  so  far  as  practicable. 

Sec.  6.  That  a  copy  of  the  resolution  of  the  board  of  directors  and  of  the 
stockholders,  or  of  the  proceedings  at  a  stockholders*  meeting,  authorizing  any 
such  increase  in  capital  stock,  or  the  issuance  of  any  such  bonds,  and  of  the 
order  of  the  Interstate  Commerce  Commission  or  other  governmental  agency 
authorizing  the  same,  certified  by  the  secretary  of  the  Texas  and  Pacific  Rail- 
way Company,  shall  be  filed  and  recorded  fn  the  Department  of  the  Interior, 
and  when  so  filed  shall  be  sufficient  evidence  of  the  power  and  authority  of  the 
Texas  and  Pacific  Railway  Company  to  issue  such  additional  stock  or  bonds. 

Sec.  7.  That  the  Texas  and  Pacific  Railway  Company,  for  the  purposes  of  all 
actions  at  law  by  or  against  it,  real,  personal,  or  mixed,  and  all  suits  in  equity 
shall  be  deemed  a  citizen  of  the  State  of  Texas  and  an  inhabitant  of  the  county 
of  Dallas,  in  said  State. 

The  Chairman.  The  Chair  will  now  ASk  Mr.  Sunmers  if  be  will  kindly  mal^e 
a  ^tement  in  refexenee  to  the  bilL 
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eXATmSMJiT  or  HON.  HATTON  W.  SUMNERS,  A  REPRESENTATIVE 
nr  CONGRESS  FROM  THE  STATE  OE  TEXAS. 

Mr.  SuMNERS,  Mr.  CSiairnian  and  gentlemen  of  the  committee,  1  will  make  a 
very  brief  statement  wltii  regard  to  this  bill. 

The  proposed  legislaticm  was  presented  to  the  Senate  by  Senator  Sheppard, 
who  introduced  the  bill  on  November  21.  On  N«>veinber  24  tiie  same  bill  was 
Introduced  in  the  House,  and  as  the  chairman  has  stated,  after  the  original 
House  bill  was  submitted  to  the  Interstate  Commerce  Commission  to  receive 
its  criticism,  a  new  bill  was  introduced,  in  which  it  was  sought  to  eonform  to 
suggestions  of 'the  Interstate  Commerce  Commission. 

The  Texas  &  Pacific  Railway  Co.,  the  railway  company  dealt  with  in  the 
bill,  as  you  gentlemen  know — at  least  I  so  understand  and  I  am  sure  you  know — 
is  the  only  railway  company  in  the  United  States  operating  under  a  Federal 
charter 

This  railway  company  is  now  in  the  hands  of  a  re<^ver.  Judge  Freeman,  at 
the  table,  is  the  general  counsel  for  the  teeeivm,  and  as  soon  as  i  shall  have 
concluded  my  very  brief  statement  he  will  be  at  your  service  to  give  to  tlie 
committee  any  information  which  you  may  desire  with  reference  to  the  con- 
dition of  this  road,  the  proposed  legislation  and  the  necessities  therefor;  and 
in  view  of  the  fact  that  the  members  of  this  committee  are  experts  with  regard 
to  matters  concerning  transportation,  and  Judge  Freeman  is  here  more  fully 
advised  with  regard  to  the  facts  than  I  am,  and  since  as  a  member  of  a  com- 
mittee I  have  been  frequently  imposed  on  myself  by  people  who  vmnted  much 
to  talk  and  had  very  little  to  say— or  know  very  little— unless  you  gentlemen 
desire  to  ask  me  some  questions  I  will  now  introduce  to  the  committee  Judge 
Freeman,  who  is  the  general  counsel  for  the  receiver  and  is  better  prepared 
than  I  could  possibly  be  to  give  to  the  gentlemen  of  the  committee  what  informa- 
tion they  may  desire  with  reference  to  this  proposed  legislation. 

Mr.  Hi  DDLESTON.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Sumnecs  a  question. 
Who  wanted  this  bill  passed,  Mr.  Sumners? 

Mr.  SuMNKRs.  I  assume  that  it  may  be  stated  that,  of  course,  the  managers, 
and  as  I  understand  it,  the  owners  of  the  railway  company  itself  In  the  first 
instance  desire  it.  It  is  represented  by  those  who  do  represent  the  owners  and 
who  in  this  instance  represent  the  receiver,  that  if  the  bill  is  passed  they  can 
improve  their  property  and  bring  it  into  that  stage  of  ri^lr  under  which  it 
could  render  more  efficient  service  to  the  public  than  it  can  now,  and  from  tliat 
angle  I  think  it  w^ould  be  the  truth  to  say  that  the  people  along  the  lines  that 
are  served  by  this  railway  company  w^ould  like  to  have  it  done,  if  the  premise 
is  sound  that  the  enactment  of  this  legislation  would  enable  this  railway 
company  to  get  more  capital  at  a  cheaper  rate  of  interest,  and  that  is  the 
interest  that  I  have  in  the  proposed  bill. 

Mr.  HuDDi-ESTOx.  What  information  has  been  given  to  the  people  that  are 
served  by  the  road  or  by  the  offlcials  of  the  States  In  which  it  does  business,  as 
to  the  pendency  of  this  bUl? 

Mr.  SuMNEBS.  I  am  not  advised  as  to  what  Information  has  been  given  to 
the  pe<9le  of  my  district,  for  instance,  at  all,  nor  am  I  advised  as  to  \a  hat  in- 
formation has  been  given  to  the  people  of  the  other  districts  and  other  sec- 
tions of  the  country  through  which  this  railway  company's  lines  operate.  In 
this  particular  case,  with  regard  to  my  own  constituents,  I  have  assumed  the 
responsibility  of  using  my  judgment  and  acting  for  tliem  in  the  premises. 

Mr,  HtTDDLESTON,  Havc  the  public  officials  of  the  States  concerned  been  in- 
formed of  this  bill? 

Mr.  SxTMNSRS.  I  am  not  advised  about  that. 

Mr.  HuDDLESTON.  My  questions  were  directed  to  finding  out  whether  there 
might  be  opposition  to  the  bill  and  what  opportunity  the  opposlticm  had  to  meet 
here. 

Mr.  Graham.  Has  the  Interstate  Commerce  Commission.  Mr.  Sumners,  been 
in  any  way  advised  about  the  pendency  of  this  bill? 

Mr.  Sumners.  Yes ;  the  bill  has  been  snbmitted  to  them.  I  think  the  ques- 
tion is  a  very  pertinent  one  that  Mr.  Huddleston  has  asked  with  regard  to 
the  officials  of  Texas,  for  instance.  I  am  sure  they  know  of  the  pendency  of 
this  proposed  bill,  because  tibey  keep  matters  of  that  sort  in  mind;  in  fact,  it 
has  attracted  a  greal  deal  of  notice  in  the  press  of  Texas,  and  so  far  as  I  am 
concerned  I  have  not  received  any  protests  from  any  m^bw  of  Uie  Sta^ 
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government,  any  official  of  the  State  government  of  Texas,  with  regard  to  tihe 
proposed  legislation. 

The  Chairman.  Mr.  Graham,  the  Chair  stated  before  you  came  in  that  the 
bill  before  us  was  introduced  by  Mr.  SonmetB  after  receiving  the  benefit  of 
the  letter  from  the  Interstate  Gommerce  Commiiwion,  and  has  been  made  np  in 
accordance  with  th^r  suggestions,  which  appeared  to  be  agreeable  to  him  as 
the  introducer  of  the  bttl,  and  it  wiU  all  igp!»ear  In  tibe  record,  Oxe  t^tmmt 
about  that.  ^ 

Mr.  SiTMNERs.  I  do  not  know  wltether  Mr.  Huddleston  was  here  when  I  be- 
gan my  brief  statement  or  not. 

Mr.  "Huudleston.  Yes;  I  have  been  here  for  some  time  waiting  for  the  hear- 
ing to  start  before  it  actually  did  start. 

Mr.  SuMNEKs.  This  bill  was  first  introduced  in  the  Senate  by  Senator  Shep- 
pard,  and  as  a  matter  of  fact  I  reintroduced  the  bill  in  the  House  here,  just  as 
he  inl3-oduced  it  thtere. 

The  Chaibhan.  Are  there  any  otiier  questi<ms,  g^tlemen?  If  not,  we  are 
much  obliged  to  you,  Mr.  Snmners. 

We  will  now  hear  Mr.  Fre&OEian. 

STATEMENT  OF  MR.  THOMAS  J.  FREEMAN,  1014  WHITNEY  BANK, 
NEW  ORLEANS,  lA.,  OENSBAIi  COTJNS£L  OF  THE  TilSAS  &  PA- 
CIFIC RAILWAY  CO. 

Mr.  Freeman.  Mr.  Chairman  and  gentlemen,  I  ap^r  as  general  couns^  of 
the  Texas  &  i^acific  Railway  Co.  The  Texas  &  Padflc  Ry.  Co,,  as  stated  by 
Mr.  Sumners,  was  chartered  and  incorporated  under  an  act  of  Congress  in 
March,  1871.  During  its  period  of  incwporation  it  has  appeared  before  Con- 
gress in  three  other  instances  besides  this  one,  and  obtained  amendments  from 
Congress.  Any  amendment  that  the  Texas  &  Pacific  Railway  Co.  obtains  to  its 
charter  miwst  be  obtained  through  Congress,  its  parent.  In  other  words,  we 
can  obtain  no  State  legislation  that  will  be  of  any  benefit  to  us  or  that  would 
be  constitutional.  We  must  come  to  Congress  to  obtain  any  benefit  in  the  way 
of  amendments. 

Mr,  Graham.  Have  you  a  copy  of  the  original  act? 

Mr.  Freeman.  I  have  a  copy  of  the  original  diarter.  I  have  a  printed  copy 
here  of  the  original  cliarter  and  all  the  amendments.  This  is  In  pamphlet 
form.  Yon  will  find  the  ori^iial  charter  here. 

Mr.  Gbaham.  Mr.  Chairman,  I  wonder     the  jadge  hag  enough  of  those  for 

the  members  of  the  committee. 

Mr.  Freeman.  I  will  have  enough.  I  do  not  have  them  here,  but  I  will  have 
enough  to  give  the  members  of  the  committee  later  on. 

The  original  charter  was  approved  March  3,  1871,  and  it  is  Chapter  CXXII, 
Forty-first  Congress,  session  3,  volume  16,  United  States  Statutes  at  Large, 
page' 573.  That  is  the  original  charter.  ^  ^  ^ 

The  original  charter  of  the  Texas  &  Pacific  Railway  Co.  authorized  the  com- 
pany to  construct  a  line  from  Marshal^  Tex. — and  Marshal,  Tex.,  is  about  67 
miles  from  Texarkana,  Tex.,  or  Texarkana,  Ark.  The  line  was  to  be  con- 
structed from  Marshal,  Tex.,  in  a  westerly  direction  to  San  Diego,  Calif.  It 
commenced  its  construction.  It  was  delayed  very  considerably  by  the  financial 
panic  of  1873,  and  the  difficulty  in  getting  money,  but  it  commenced  construc- 
tion shortly  after  its  incorporation,  building  west  from  Marshal  toward  El  Paso. 

In  1870/ prior  to  the  incorporation  of  the  Texas  &  Pacific  Railway  Co.,  the 
State  of  Texas,  desiring  a  line  traversing  the  State  from  east  to  west,  anttior- 
ized  the  incorporation  of  what  was  known  in  the  old  days  as  the  Sonthmi 
Pacific  Railroad  Co.,  a  Texas  corporation— no  connection,  however,  with  the 
present  SonthCTn  Pacific  corporation  at  alL 

The  State  of  Tekas  also,  prior  to  1870.  authorized  the  incorporation  of  a 
raUroad  called  the  Southern  Trans-Continental  Railroad.  Both  of  those  lines 
were  incorporated  for  the  purpose  of  building  lines  of  road  through  the  State 
of  Texas  from  the  Arkansas  line  to  El  Paso  on  the  Rio  Grande  River. 

Both  of  those  lines  between  1870  and  1871  had  fallen  down  on  their  project 
in  the  matter  of  constructing  their  lines  of  road.  The  Southern  Pacific  had 
constructetl  about  66  miles  of  its  road  from  Marshall,  Tex.— that  was  tlie  eastern 
termini  of  the  Texas  Pacific— to  Texarkana,  Tex.,  or  the  Arkansas  line.  The 
Southern  Trans-Oontlneital  Bailroad  had  constmeted  only  a  few  miles  of  Its 
road  between  Texarkana,  healing  toward  V&tt  Smith  by  Whitesboxo,  Staennaa^ 
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and  Paris,  and  that  line  is  what  we  call  the  transcontinental  division  of  our 
xoad. 

Mr.  Merritt.  You  haven't  got  the  map  of  that  have  you? 

Mr.  Freeman.  I  will  have  a  map  in  our  report  which  evidences  that. 

Mr.  Merritt.  My  geographical  ideas  are  a  little  hazy  about  this. 

Mr.  Freeman.  I  could  illustrate  that  really  with  these  papers  as  mudi  as 
anything  else.  Marshall,  Tex.,  was  our  extreme  eastern  termini,  whidl  was 
bete  [indicating].  The  Southern  Pacific  road,  after  it  was  Incorporated, 
built  from  Marshall  still  earlier  down  to  the  Arkansas  line  at  Texarkana  here. 
Then  it  stopped.  The  Southern  Trans-Contmental  built  from  Texarkana.  Tex.— 
or,  rather,  its  line  of  road  went  from  Texarkana,  Tex.— around  here  Lindicat- 
ing],  and  then  to  Fort  Worth,  Tex. 

The  main  line  of  the  Texas  &  Pacific  from  Marshall  to  Fort  Worth  is  this 

line. 

In  other  words,  we  have  a  rectangle  in  connection  with  the  main  line  of  the 
Texas  Pacific,  the  line  of  the  Southern  Padfic  to  Texarkana,  and  then  ilie  line 
of  the  TSwu^Conttnental  back  to  Fort  Worth,  and  we  have  a  reetan^  248 
miles  on  one  cAde  and  247  miles  on  the  other. 

After  the  Texas  &  Padflc  acquired  the  Southern  Pacific  line  in  Texas,  anrl 
the  Southern  Trans-Continental  line  in  Texas,  it  proceede<l  then  to  construct 
its  lines  from  Marshall  west  to  El  Paso,  and  then  from  Texarkana  west  to  Fort 
Worth,  there  connecting  with  the  main  line  going  out  to  El  Paso. 

The  acquisition  of  the  Southern  Pacific  line  and  the  Southern  Trans-Conti- 
nental line  was  obtained  by  due  legislative  authority  from  the  State  of  Texas 
and  bv  due  corporate  authority  <m  the  part  of  the  corporation. 

In  1874,  after,  the  Texas  &  Pa^fic  had  acquired  the  Southern  TransOcmti- 
nental  line  and  the  Southern  Pacific  line,  it  made  application  to  Congress  for 
legislation,  and  in  June,  1874,  Congress  passed  an  act  which  will  be  found  in 
volume  18,  United  States  Statutes  at  Large,  page  197.  That  act  expressly  re<.- 
ognizes  the  purchase  by  the  Texas  &  Pacific  of  the  Southern  Trans-Continental 
and  the  Southern  Pacific  line,  and  merges  those  lines  into  the  Texas  &  Pacific 
as  part  of  the  Texas  &  Pacific  to  be  operated  ajid  controlled  under  the  Texas  & 
Pacific  Railway  charter.  The  following  language  occurs  in  this  act:  "And  "wl^^ 
roads,  so  merged,  as  aforesaid,  shall,  for  that  and  all  other  purposes,  be  deemed 
and  taken  to  be  a  part  of  the  ^d  Texas  &  Pacific  Railway,  and  shall  hweafter 
be  subject  to  all  the  provisions  and  limitati<ms  of  the  act  of  Congress  incorpo- 
rating such  company,  and  of  the  supplements  thereto." 

Under  the  charter  of  the  Southern  Trans-Continental  Railway  Co.  and  the 
Southern  Pacific  Co.,  those  roads  have  the  right  to  construct  and  build  lines 
of  railwav  connecting  the  Atlantic  with  the  Pacific  Ocean.  By  reading  the 
Texas  &  Pacific  charter,  you  will  notice  that  it  was  the  iuteution  of  Congress 
originally  that  the  Texas  &  Pacific  Railway  Co,  should  connect  with  some  line 
at  Shreveport,  La. — the  line  was  mentioned  in  the  twenty-second  section  of  our 
charter  as  the  New  Orleans,  Baton  Rouge  &  Vi4*8biirg— that  we  should  connect 
with  the  line  at  Shrev^rt,  La.,  so  as  to  form  a  through  connection  from 
Shrev^rt,  or  from  Texas  to  New  Orleans,  La.,  on  the  Mississippi  River,  and 
onr  charter  was  amended  in  1872,  directing  that  we  should  build  and  extend  our 

line  to  Shreveport,  La.  .        .      ^  ^ 

After  we  had  acquired  the  Southern  Trans-(N»ntinental  and  the  Southern 
Pacific  under  that  charter  provisions  which  authorized  them  to  build  a  line  of 
road  from  the  Atlantic  to  the  Pacific,  we  built  it  down  to  Shreveport,  La. 

The  old  Baton  Rouge  road  mentioned  in  section  22  of  onr  diarter  was  only 
incorporated  and  the  line  located  on  the  map,  and  that  nmv  filed  with  the  land 
department  of  the  United  States  Government,  the  purpose  of  that  being  to 
obtain  certain  land-grant  ri^ts— Federal  land-grants  rights  m  the  State  of 
Ixmislana.  .  As  I  say,  the  old  Baton  Bonge  company  nev^  stuck  a  spade  in  the 
gronnd  in  the  matter  of  building  a  railroad. 

Subseauently,  however,  the  old  Baton  Rouge  company  sold  all  of  its  rights, 
franchises,  and  interest  and  land  grants  to  the  New  Orleans  &  Pacific  Co.,  a 
line  incorporated  to  operate  a  railroad  between  New  Orleans  and  Shreveport. 
The  United  States  Government,  through  its  Land  Department  and  by  CropjMh 
sional  action,  ratified  and  approved  the  purchase  by  the  New  OrleaM  &  Pac^ 
of  all  the  Baton  Rouge  Ca's  interest.  Tlie  New  Orleans-Pacific  located  its  line, 
mapped  its  line,  and  actually  bnilded  the  line  ftrom  New  Orleans  to  Shrev^ort^ 
and  Stained  the  land  grants  fliat  would  have  be^  obtained  by  the  Baton 
Rouge  ecMQopany. 
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iSubseqiiently,  after  we  had  built  our  connection  into  Shreveport,  the  Texas 
&  Pacitic  bought  all  of  the  railroad  properties,  franchises,  and  rights  of  the  New 
Orleans  &  Padflc  Railway  Co.,  but  not  its  land-grant  rights.  In  other  words,  we 
obtained  no  land  grants  from  them  at  aU ;  we  merely  bought  their  railroad  in 
order  to  carry  out  the  former  intention  of  Oim^ress  that  we  should  have  a  line 
connecting  the  Mississip]^  Biver  with  T^as  and  with  the  West.  That  Was 
in  1881. 

The  purduise  of  the  Southern  Trans-i'ontinental  arid  the  Southern  Pacific 
lines  was  specitically  ratified  by  Couirress  in  1874.  Tliat  ratification  was 
before  the  actual  physical  lines  had  been  laid.  We  hav*^  never  been  before 
Congress  since  1874,  except  upon  this  occasion,  as  to  amendinjr  our  charter, 
and  for  that  reason  in  this  bill  we  have  described  as  i)art  of  the  Texas  & 
Pacific  road  the  line  of  the  New  Orleans  &  Pacific  road  whidi  was  obtained 
in  1881,  after  we  obtained  the  charter  of  the  Southern  Pacific  and  the  Southern 
Trans-CJontinental.  Since  1881,  the  New  Orleans  &  Pacific  Railway  Co.  has 
been  merged  in  and  become  a  part  of  the  Texas  &  Pacific  Railway  Oo.,  and 
has  been  operated  openly  and  notoriously  as  a  part  of  the  Texas  &  Pacific 
Railway  Co.  The  Texas  &  Pacific  line  at  this  time,  the  main  line,  commences 
at  New  Orleans,  ^oes  to  Marshal,  Tex.,  and  from  Marshal  to  El  Paso,  then 
from  Marshal  down  to  Texarkana,  under  the  old  Southern  Pacific  line;  from 
Texarkana  to  Fort  Worth,  the  old  transcontinental,  and  there  it  meets  the 
main  line  again  and  goes  to  El  Paso. 

The  Texas  &  Pacific  Railway  Oo.  has  never  gone  through  a  real  reorgani- 
zation by  which  it  could  raise  funds  what  possibly  every  tnmk  line  in  the 
United  States  has  gone  through  since  1871  or  prior  thereto. 

Mr.  Newton.  Then  yon  do  not  get  outside  of  Texas  at  all,  so  far  as  the 
West  is  concerned? 

Mr.  Freeman.  Only  to  El  Paso.  There  we  connect  with  the  Southern  Pacilic 
of  California.  It  was  the  intention  of  Congress  to  have  the  through  line,  but 
financial  con<litions  crimped  us  in  getting  to  El  Paso  as  soon  as  we  should. 
In  the  meantime,  while  we  were  wrestling  with  adverse  financial  conditions 
in  1870,  1871,  1872,  and  1873,  tlje  Southern  Padflc  C!o.  having  better  financial 
connection  than  we  had,  and  built  from  San  Di^  and  San  Francisco  down 
to  M  Paso.  In  other  words,  they  beat  ns  to  it.  When  we  got  to  El  Paso  we 
made  a  running  connection  with  them  from  Sierra  Blanca,  just  out  of  El  Paso, 
into  El  Paso.  So  the  Government  really  has  a  through  line  of  the  Texas 
Pacific  and  Southern  I^icitic,  but  we  did  not  huild  heyond  El  Paso  because  the 
Southern  Pacific  had  already  covered  that  territory  heforc  we  could  get  there. 

Mr.  Xkwton.  Does  the  Southern  Pacific  from  El  Paso  east  parallel  your 
line? 

Mr.  Fbiseman.  No,  sir;  It  does  not  parallel.  The  Southera  Pacific  runs  south- 
east—we run  directly  west  in  Texas,  you  might  say,  from  Texarkana  to  Bl 
Paso,  right  throu^  the  State  east  and  west.  The  Southern  Pacific  at  El  Paso 
comes  a  little  south  of  east,  like  that  [indicating].  It  is  not  a  competitor 
with  us  at  all  as  to  our  local  territory,  hut  is  our  through  connection  to  Cali- 
fornia and  San  Die^o  and  other  California  points  from  EI  Paso. 

Mr,  Newxow,  Have  they  any  counection  with  your  road  and  control  of  the 
stock? 

air.  FKEFJvtAX.  On  the  contrary  we  are  highly  competitive  for  the  Galifomla 
business.  We  have  no  stock  connection,  no  physical  connection,  and  no  other 
connection  ^cept  that  of  connecting  lines  of  raUroad.  We  use  m  miles  of  the 
Southern  Pacific  track  between  Sierra  Blanca  and  El  Paso,  That  grew  out 
of  this  fact,  that  the  Texas  &  Pacific  constructed  its  dump  from  Sierra  Blanca 
into  El  Paso,  but  before  we  laid  our  rails,  the  Southern  Pacific  in  the  mean- 
time—when we  use  the  word  "  Southern  Pacific  "  that  is  a  misnomer  in  Texas, 
because  it  ou^ht  to  he  the  G.,  H.  &  S.  A.— but  the  Southern  Pa^-ific  in  the 
meantime  had  constructed  its  line  from  Houston,  Tex.,  up  to  this  point  near 
Sierra  Blanca,  but  nearer  to  the  Rio  Grande  River,  and  one  of  those  cloud- 
bursts came  along  and  the  river  completely  destroyed  tlie  dump  for  their  traek. 
We  had  constructed  our  dump  where  we  connected  with  th^  at  Sterra  Blanca, 
so  they  took  our  right  of  way,  and  we  made  a  trackage-<«>erating  arrange- 
ment between  Sierra  Blanca  and  Bl  Paso,  providing  tht  we  would  go  in  over 
their  rails  with  equal  rights  with  the  Southern  Pacific  into  El  Paso,  but  we 
have  no  connection,  no  financial  or  business  connnection  with  them  at  all. 
We  are  highly  competitive  in  every  particular. 

Mr.  GRAHA^r.  Let  me  ask  you  a  q^uestion.  How  does  it  happen  that  you  had 
a  Federal  charter? 
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Mr.  FftEEMAN.  Prior  to  the  war  between  the  States,  the  United  States  Govem- 
m^t  was        desirous  of  obtaining  what  they  called  "  truuacontinratal  lines 
connecting  the  Atlantic  with  the  Pacific — that  is^  Oaliforaia^  you  might  say^ 

with  New  Yorli,  to  use  general  terms — a  line,  of  course,  was  badly  needed* 
because  all  traffic  in  those  days  was  by  the  prairie  schooner  overland.  In  pur- 
suance of  the  desire  upon  the  part  of  tlie*  ^rovernment  to  have  tliese  trans- 
coiitinental  lines  it  incorporated  the  Union  Pacitic  Railroad  and  the  Northern 
Pacific  Railroad  and  the  Central  Pacitic  of  California.  Tliose  lines  were 
incorporated  under  Fe<leral  charters  f<»r  the  purpose  of  ItuildiuK  transc<mti- 
nental  lines  connecting  the  Atlantic  with  the  Pacific  Ocean,  and  those  roads 
were  constructed  but  not  until  long  after  tlie  war,  because  financial  conditions 
Intervened  wd  prevettted  th^  b^g  completed  until  afteir  the  war. 

The  Ooi^rmnent  found  it  very  necessary  or  vet^  desirable  that  they  lAonld 
have  a  south^n  transcpntinwtal  route.  They  had  the  northern  one  but  there 
was  not  any  southern  transcontinental  route  conneetinfj  the  Atlantic  with  the 
Pacific.  In  other  words,  there  was  no  east  and  west  line  tlirough  Texas  at  all, 
so  in  pursuance  of  that  policy  they  in(*orporated  the  Texas  &  Pacific  Railway 
Co.  to  he  a  link  in  this  southern  transcontinental  route  from  the  Atlantic  to 
the  Pacific,  connecting  with  lines  comiu^i:  down  from  St.  Louis  into  that  terri- 
tory, which  already  had  lines  going  from  St.  Louis  to  the  west  lines  built  down 
to  T^arkana,  and  tlie  TexsiB  Pacific  thm  would  build  from  Marshal  in  omnec- 
ti<m  with  this  Southern  Pacific  to  El  Paso,  and  if  it  had  had  tlie  money  it 
would  have  gone  on  to  San  Diego,  but  the  purpose  was  to  have  a  south^n 
transcontinental  line  of  railroad  so  as  to  supplement  the  norttem  transeon- 
tinental  line  that  the  Government  had  authorized. 

^fr.  Nkwtox.  T  ol)serve  in  tlie  act  that  they  granted  alternate  sections  of 
land.  1  supiK)se  the  route  of  that  road  was  pretty  nearly  or  entirely  through 
(iovennnent  land  at  that  time. 

Mr.  P'reeman,  No;  the  Texas  &  Pacitic  never  obtained  any  Government 
lands  at  all,  as  it  did  not  build  in  California,  Arizona,  or  New  Mexico. 

Mr.  NswTOR.  Well,  there  is  a  grant  in  the  charter  of  alternate  aections. 

Mr.  Fbsbman*  Alteniate  sections  in  Oalffomia  tmA  Axlama,  but  as  we  did 
not  leave  Texas,  of  course,  we  got  none  of  those  lands  at  all.  The  South«Fii 
Pacitic  huilt  in  there  and  they  got  lands,  but  we  did  not  get  thaoL.  We  were 
authorized  to  jret  them,  but  we  did  not  get  them. 

Mr.  Newton.  Also  there  was  a  grant  of  land  in  Louisiana. 

Ifr.  Fkeeman.  That  is  the  Baton  Rouge  company.  We  did  not  get  any  of 
theirs.  The  Baton  Rouge  company  did  not  carry  out  its  obligation,  but  filed 
a  location  of  its  railway,  which  automatically  withdrew  the  lands  from  actual 
settlement  Subsequently,  as  I  said»  the  New  Orleans  &  Padflc  obtained  by 
contract  from  the  Baton  Rouge  oompany  all  of  its  lights,  and  laad^grant 
right;^.  and  actiially  builded  the  road  and  actually  got  the  land-grant  rights, 
but  when  we  bought  the  New  Orleans  &  Pacific,  the  land*grant  ri^ts  were 
excepted  from  our  contract  and  we  did  not  get  them. 

]Mr.  Nfwton.  Let  me  see  if  I  have  it  right  now.  The  Northern  Pacific,  the 
Union  Paf'ific,  and  your  road — was  tliere  any  other  that  had  Federal  charters? 

Mr.  Frekman.  I  do  not  know  of  any  others  unless  it  was  the  Central  Pacific. 
T  am  inclined  to  think  the  Central  Pacific,  which  was  the  connection  with  the 
Union  Pacific  at  Omaha,  may  have  had  a  Federal  charter.  I  am  not  sure. 
l%08e  three  lines  had  Federal  charters,  but  tiieir  Federal  charters  were  granted 
long  prior  to  that  of  the  T^cas  Pacific 

Mr.  Newton.  I  think  the  Union  Pacific  and  <lie  NOTttiem  Pacific  were 
granted  about  1864.  during:  the  Civil  War. 

Mr,  FREEivrAN.  Yes ;  during  the  Civil  War. 

Mr.  Newton.  You  spoke  a  moment  ago  about  the  Great  Nortliern  having  a 
Federal  charter  in  this  book,  did  you  not? 
Mr.  Freeman.  The  Northern  Pacific. 

Mr.  Newton,  Jim  Hill  always  made  the  boast,  I  know,  that  he  never  re- 
ceived a  single  acre  of  land  from  ttie  Govemmrat. 
Mr.  WmmiAK.  It  was  the  Northern  Pacific 

Mr.  Htrroi^ESTON.  The  statement  of  Mn  Snmners  was  incorrect,  tbm^  thBt 

your  road  was  the  only  road  opmited  nnder  a  Federal  charter. 

Mr.  Freeman.  No  ;  that  is  correct  because  of  the  fact  that  the  other  lines 
have  ^one  through  processes  of  reorganization  and  foreclosures,  and  have  lost 

their  Federal  charters. 

Mr.  Newton.  So  that  the  present  systems  going  under  those  names  are  not 
owned  by  the  original  companies  under  charters  by  Congress? 
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Mr.  Frel-man.  No;  they  are  not  They  are  operated  now  under  State  char- 
ters. So  as  a  matter  of  fact,  the  Texas  &  Padflc  i&  the  only  Federal  incorpo- 
rated railroad  operating  under  a  Federal  <diarter. 

Ifr.  HuoiixJESTON.  May  I  ask  yon  at  some  time  in  jmr  rwmttR  to  dlsenm 
why  yonr  road  should  not  do  the  same  thing? 

Mr.  FBsacMAN.  Well,  there  is  just  this  reason:  We  operate  a  short  distance 
in  Arkansas  and  through  Louisiana  and  Texas.  We  have  a  rather  peculiar  con- 
dition down  in  our  territory.  The  State  of  Louisiana  is  liberal  in  the  matter 
of  cluirter  powers  and  charter  rights  to  railroads — very  liberal.  We  could  ob- 
tain a  charter  from  the  State  of  Louisiana  to  do  business  in  the  State  of 
Texas,  but  the  State  of  Texas  prohibits  a  railroad  corporation  chartered  under 
the  laws  of  any  other  State  from  doing  business  in  Texas.  Now,  we  could 
obtain  a  cbarter  from  tlie  State  of  Texas,  bnt  the  laws  of  the  State  of  TexaM 
do  not  pvmit  a  ndlfoad  emapmy  to  be  iseorporoted  to  do  business  oQtslde  of 
the  State  of  Texas. 

Mr,  Httwuiston.  It  is  sometimes  done  by  various  systems  to  have  several 
different  companies  chart^ed  by  the  sev^al  States  in  which  they  have 
property? 

Mr.  Frekman.  Yes:  that  condition  is  forced  on  them,  so  that  they  have  to 
maintain  independent  offices  in  all  of  the  States,  but  when  you  come  to  issue 
securities  in  a  situation  of  that  sort  you  would  have  three  different  States  and 
three  different  authorities.  You  could  no  Issue  a  blan^  mortage.  Yon  would 
have  wMt  we  would  call  divisioii-line  mortgages,  a  mortgage  on  the  Louisiana 
division,  for  instance,  and  <Hie  on  the  Texas  division  and  one  on  the  Arkansas 
division,  because  those  roads  would  have  no  rifrht  to  issue  a  blanket  mortgage 
covering  all  the  divisions,  because  under  the  State  charters  that  could  not  be 
done.  The  result  would  be  that  your  securities  Avould  be  very  much  depre- 
ciated and  you  would  have  the  double  expense  or  the  triple  expense  of  main- 
taining three  sets  of  general  oflSces,  when  one  general  office  would  perform  the 
same  functions  and  better. 

Mr.  HuDDLESTON.  Did  I  understand  you  correctly  to  say  that  the  laws  of 
Texas  do  not  permit  railroad  corporatl^ms  Incorporated  by  other  States  to  oper- 
ate in  that  State? 

Mr.  VmasMAS.  Yes,  sir. 

Mr.  HunnussTON.  And  there  are  none  such? 

Mr.  Frkeman-  No;  they  are  all  operated  independently. 

Mr.  HuDDLESTON.  Each  of  these  systems,  we  will  say,  such  as  the  Southern 
racific,  has  a  separate  corporation  to  operate  its  sections? 

Mr.  Freeman.  The  Southern  Pacific  by  that  name  does  not  operate  in  Texas 
at  all ;  it  operates  through  a  Texas  corporation,  the  Galveston,  Harrisbnrg  & 
San  Antonio.  Then  when  it  goes  out  of  Texaa*  croeses  the  AriBona  line  out 
of  El  Paso,  it  there  meets  what  is  known  as  the  Sonthem  Padfle  of  Galif^mia^ 
and  goes  on  throogh  nndsr  that  name. 

Mr.  HxTODEUESTON.  Of  course,  there  are  a  great  many  systems  that  operate 
both  in  Texas  and  out  of  Texas,  are  there  not,  such  as  the  Frisco? 

Mr.  Freeman.  I  will  illustrate  it  Take  the  St.  Louis  and  Southwestern,  the 
C'ottoii  Belt,  as  we  call  it.  The  St.  ^.ouis  &  Southwestern  oi>e rates  down  to  the 
Texas  line;  it  then  has  taken  out  an  independent  charter  for  the  St.  Louis 
&  Southwestern  of  Texas.  It  maintains  two  systems.  The  Gulf,  Colorado  & 
Santa  Fe  is  strictly  a  Texas  line,  operates  in  Texas  nntil  it  strikes  the  border ; 
then  it  becomes  the  Atchison*  Topeka  &  Santa  Fe,  but  they  have  to  <^rate 
separate  entities,  ratirely  separate  orgaidzations. 

The  Mm  K.  and  T.  of  Arkansas  operates  doAvn  the  Red  River — the  ^1.,  K.  and 
T.  of  Kansas,  I  should  say,  operates  down  the  Red  River;  there  it  strikes  the 
M..  K.  and  T.  of  Texas,' and  a  separate  orjranization  comes  into  existence.  The 
Frisco  proper  operates  down  to  the  Red  River  at  Denison  and  to  Paris,  Tex. — 
that  is  in  the  Indian  Territory  line  across  from  Paris — there  it  becomes  the 
St.  Louis  &  San  Francisco  of  Texas,  a  separate  entity  and  a  separate  or- 
ganization. 

Mr.  Rayburn.  It  is  true,  is  it  not,  that  every  railroad  that  operates  in  Texas 
mnst  operate  under  a  Texas  dtorter? 

Mr.  Fbeekak".  It  must  operate  nnder  a  Texas  charter  with  independent 
Texas  offices,  and  the  State  <rf  Texas  does  not  authorize  the  incorporation 
of  a  railroad  in  Texas  that  may  operate  in  any  other  State. 

Mr.  Htt)dtj:ston.  Now,  am  I  fair  in  saying,  then,  that  it  is  the  purpose  of 
Obtaining  tliis  Federal  charter  to  enable  you  to  do  things  in  Texas  which  the 
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laws  of  the  State  of  Texas  wonld  not  pemit  yon  to  de,  and  wUdi  no  other 
railroad  is  permitted  to  do? 

Mr.  Freeman.  No;  that  is  not  the  purpose,  because  we  can  do  nothing  in 
Texas  that  other  railroads  can  not  do.  The  only  thing  is  we  can  issue  a 
blanket  mortgage  covering  our  entire  line,  and  a  railroad  in  Texas  could  not 
do  that ;  it  would  have  to  have  separate  mortgages  in  separate  States. 

Mr.  HuDDLESTON.  You  would  enjoy,  by  virtue  of  holding  this  Federal  charter, 
privileges  which  no  other  Texas  railroad  has? 

Mr.  Fr£ehai7.  Only  the  privily  of  israing  a  Uanket  mortgage  instead  of 
having  a  mortgage  in  three  s^arate  States.  The  United  States  Suprane  Ooort 
hdd  in  lAe  case  of  the  Texas  &  Padfle  tbat  we  are  amenable  to  all  of  the  laws 
of  the  State  of  Texas,  to  all  the  rates,  rules,  and  regulations  of  the  Railway 
Commission  of  Texas,  to  all  of  the  police  powers  of  the  State  of  Texas,  and  to 
all  of  the  taxing  powers  upon  our  property,  but  when  it  comes  to  issuing  securi- 
ties we  would  not  be  amenable  to  the  laws  of  the  State  of  Texas  because  that 
is  the  exercise  of  a  franchise  and  that  must  be  obtained  through  Congress. 
To  that  extent  we  are  different  from  the  other  lines  in  Texas. 

Mr.  HuDDU£STON.  There  is  another  line  of  questions  that  I  want  to  aric,  bdt  I 
do  not  believe  I  will  interrupt  the  thread  of  your  discnssion  now. 

Mr.  FuasMAN.  It  is  perfectly  a^reeai^le  to  me. 

The  C^SAiBMAN.  The  genll^an  indicatos  a  willingness  to  be  Intwmpted,  if 

you  desire  to  do  so. 

Mr.  HunoLESTON.  I  want  to  ask  scmiething  about  the  receivership.   Who  is 

the  receiver? 

Mr.  Freeman.  Tlie  Texas  &  Pacific  Railroad  Co.  went  into  the  hands  of 
receivers  in  October,  1916.  They  had  become  default  upon  some  notes  that 
had  been  given  several  years  before,  amounting  to  several  million  dollars.  The 
receiyers  of  the  Texas  Pacific  Co.,  the  original  receivers,  were  J.  A.  Lnacaster 
and  Pearl  Wight,  of  New  Orleans:  Mr.  Wi^t  died  and  Mr.  Laacmte^r  wmt 
with'  the  Government  during  Federal  control  and  was  subsequently  appointed 
receiver  in  connection  with  Charles  L.  Wallace.  The  receivers  of  the^Teza^^ 
Pacific  road  at  this  time  are  Charles  L.  Wallace  and  J.  L.  Lancaster. 

Mr.  HuDDLESTON.  Has  the  Interstate  Commerce  Commission  announced  the 
valuation  on  the  properties  of  the  Texas  &  Pacific? 

Mr.  Freeman.  No;  the  Interstate  Commerce  Commission  has  only  handed 
down  tentative  valuations  upon  certain  portions  or  classes  of  property,  land, 
and  right  of  way.  Those  matters  will  possibly  come  up  ^rttfain  the  n^ct  stz 
months  with  us  for  a  formal  hearing  upcm  tlielr  reports. 

Mr.  HtmflJBSVON .  What  are  the  total  oMlgati<nis,  the  ddMs  of  the  T^caa  ft 
Padfic  Railway  Oo.? 

Mr,  Fbkeican.  You  mean  the  bonded  debts? 

Mr.  HUDDLESTON,  J  mean  all  its  obligations. 

Mr.  Freeman.  Since  the  receivership  of  the  Texas-Pacific  in  1916,  With  the 
exception  of  these  notes  upon  which  the  receivership  was  based,  which  amount 
now  to  approximately  $4,000,000,  it  has  practically  wiped  out  all  of  its  indebted- 
ness— I  mean  the  corporation  debts  proper. 

Mr.  HuDULESTON.  What  is  the  floating  debt?  . 

Mr.  FtaBMAN.  The  road,  or  corporate  indebtedness,  ym  woold  call  it,  is 
n^Iigible  in'the  sense  that  we  have  paid  practio^y  everyiaiing  that  has  been 
passed  for  voucher  and  finally  ascertained  to  be  a  debt.  I  do  not  suppose  the 
wtire  indebtedness  of  the  Texas  &  Pacific  corporation,  outside  of  these 
$4,000,000  in  notes,  would  amount  to  $50,000  or  $100,000,  and  the  only  reason 
that  has  not  been  paid  is  the  fact  that  it  has  not  been  put  in  a  form  to  be  paid; 
it  has  not  been  finally  determined  to  be  a  debt. 

Mr.  HUDDLESTON.  Now  this  $4,000,000  is  what  class  of  debt? 

Mr.  Freeman.  That  is  a  promissory  note. 

Mr.  HT7nni£ST0N.  That  does  not,  of  course,  include  the  bonded  tndebtednesst 
Mr.  FHBasMAN.  No;  that  is  the  general  inddMedneas.  The  bonded  indd»ted- 

ness  of  the  Texas  &  Pacific  Railway  is  the  first  mortgage  b«md,  $^000,000; 

the  branch  line  bonds  on  the  branch  lines  in  Louisiana,  using  round  figures, 

$5,000,000— say  |@0«000,000.   Interest  on  these  two  classes  of  bonds  is  fixed 

and  is  5%. 

We  have  another  bond  of  $25,000,000  called  income  bond  or  second  mortjjage 
bond.  That  interest  is  payable  only  when  earned  and  declared  to  be  applicable 
to  interest  by  the  board  of  directors.  Those  bonds  were  all  put  out  in  1887. 
During  that  time  about  eight  years'  interest  has  been  paid  on  these  income 
bonds,  and  then  not  the  full  interest,  1^,  3,  and        5  cmtSL 
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No  int^^  bas  been  paid  on  these  iBeome  bonds  now  for  moro  than  14 
years,  and  that  interest  does  not  acenmiilate  at  all.  In  4»ther  words,  It  is 
not  payable  if  not  paid  the  year  that  it  is  supposed  to  be  earned,  so  we  Imve 

been  paying  interest  of  5  per  cent  on  $30,000,000  

Mr.  Merritt  (interposing).  Are  the  holders  of  the  bonds  still  living? 

Mr.  Frkkman.  They  are  still  living  and  they  have  undertaken  very  earnestly 

to  collect  that  interest,  but  we  defeated  them  in  their  lawsuit    The  flnal 

decree  in  that  case  was  handed  down  about  two  months  ago. 
Mr.  HuDDifSTON.  The  total  indebtedness  is  how  much,  including  all  classes 

of  debt  ? 

Mr.  Fbebman.  The  total  indebtedness  of  «he  Texas  &  Padfle  BailWay  Go., 
bonded  indebtedness,  is  $66^000,000. 

Mr.  HUDDLESTON.  That  is  with  this  $4,000,000  and  all? 

Mr.  Freeman.  You  are  not  asking:  about  the  Indebtedness  for  equipment? 

Mr.  HuDDLESTON.  Yes ;  I  wanted  to  get  what  its  financial  condition  is. 

Mr.  Freeman.  The  equipment  obligations  outstanding  would  be  about  $5,000,- 
000.  That  would  make  the  honde<l  debt,  including  equipment  obligations,  say, 
$60,000,000.  But  most  of  the  equipment  obligations  were  issued  during  tlie 
receiversbip. 

Mr.  Htwueston.  Have  any  plans  for  reorganisation  been  promulgated? 
Mr.  FsEBKAK.  I  have  ibe  pctnted  mfHooovandnm        of  the  purposes  oi  this 
bill,  which  sets  out  what  we  desire  to  do.   [Mr.  Freenum  flies  it.] 

(The  memorandum  was  filed  with  the  committee.) 
Mr.  HuDDLESTON.  In  a  general  way,  what  are  the  plans? 

Mr.  HuDDLESTON.  In  a  general  way,  the  plans  are  these:  As  I  have  stated, 
there  is  a  fixed  first  mortgage  of  $25,000,000.  That  will  be  left  intact.  There 
is  a  mortgage  of  $5,000,000  on  branch  lines.  That  will  be  left  intact.  Those 
are  fixed  charges.  Of  course,  the  equipment  obligations  would  be  left  intact. 
The  $25,000,0e9  outstan^bm^  tncomc  bonis  are  seconds^  are  owned  practically 
by  one  interest 

Mr.  HuDDUesTON.  What  interest  Is  that? 

Mr.  Freeman.  That  is  a  railroad  interest,  the  old  St.  Louis  &  Iron  Mountain 
Railroad,  now  the  Missouri  Pacific  Railroad,  which  is  a  very  friendly  connec- 
tion with  the  Texas  &  Pacific,  and  really  is  our  direct  connection  with  Tex- 
arkana  to  St.  Louis.  It  is  our  operating  connection  from  Texas  to  St.  Louis. 
They  own  about  all  of  the  seconds.  They  have  agreed — an<l  you  will  see  we 
have  a  provision  in  this  bill  to  cover  that  situation — they  have  agreed  that  they 
vrtll  take  preferred  stock,  noncumulative  preferred  stock,  noncumulative  5  per 
oent  preferred  stock  in  satisCactioii  of  tlie  $25,000,000  of  these  seccmd-inortgage 
bonds.  Ttiat  wipes  out  $25,000,000  of  the  bonded  indebtedness  and  it  beeomee 
$25,000,000  stock  indebtedness.  That  does  not  taia^ease  onr  obligaticms  at  all 
and  obviates  the  necessity  of  making  any  assessment  upon  stockholders  at  alL 

Mr.  HUDDLESTON.  What  about  the  remainder  of  the  indebteilness? 

Mr.  FitEE&rAN.  The  $4,000,000  is  what  you  would  call  the  remainder.  They — 
the  Missouri  Pacific  Railway  Co. — own  the  notes  of  $4,000,000  outstanding. 

Mr.  HUDDLESTON.  That  is  the  St.  Louis  and  Iron  Mountain? 

Mr,  Freeman.  The  Missouri  Pacific.  We  call  it  the  Missouri  Pacific  now  be- 
cause the  Iron  Moiq^tain  was  bought  in  by  the  Missouri  Paeiflc.  They  own  the 
$4,000,000  worth  <^  iK^:e8,  and  thegr  will  fund  those  or  make  soaoie  sort  of  an 
arrangement  by  whidi  tb^  will  be  takmi  care  withoot  increa^stng  the  bonded 
debt  of  the  company. 

Mr.  HUDDLESTON.  What  Is  proi^wei  shall  be  done  with  the  stockholders  of 
the  company? 

Mr.  Freetvian.  The  stockholders  will  not  be  assessed  under  the  proposed  plan ; 
you  miderstand,  these  income  bonds  are  prior  in  authority  and  prior  in  right 
to  the  common  stockholders.  The  purpose  of  this  bill  is  that  we  shall  fund  these 
iucraie  bonds  with  preferred  stock.  That  leaves,  the  situation  Just  as  it  is, 
«eept  we  r^nove  a  lien  debt  and  substitute  a  stock  debt 

Mr.  HinNMLESTON.  And  the  stockholders  wlU  retain  the  stock? 

Mr.  Freeman.  The  present  stockholders  will  retain  their  stock,  and  this  plan 
can  not  be  made  effective  except  by  majority  vote  of  the  stockholders,  with  the 
consent  of  the  Interstate  Commerce  Commission.    That  is  covered  by  the  bill. 

Now,  after  we  get  the  income  bonds  funded — understand,  we  have  a  limita- 
tion of  $40,000  a  mile  on  our  road  as  to  present  bonds  that  we  may  issue  under 
our  charter,  or  that  we  might  originally  issue  under  our  charter,  were  limited 
to  construction  brads  entirely.  Being  a  road  in  process  of  being  built,  our 
charter  provided  that  we  might  issue  bonds  for  ctmstruction.  That  is  the  only 
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class  of  bonds  we  can  issue  except  certain  laud^rant  bonds  whidb  were  secured 

by  a  lien  upon  our  lands  in  Texas. 

Under  this  bill  we  have  broadened  the  terms,  and  tliat  is  what  the  Inter- 
state Commerce  Commission  has  specifically  passed  upon.  We  can  issue 
bonds  not  alone  for  construction— because  as  a  matter  of  fact  in  one  sense 
the  construction  period  is  past— but  for  additions,  betterments,  equipment,  and 
improvemeuts.  In  other  words,  what  we  need  now  is  money  to  put  the 
property  in  a  condition  to  meet  tiie  increased  value  of  traffic  that  has  come 
from  the  growth  of  the  country. 

Mr.  HUDDLESTON.  How  do  you  expect  to  get  any  new  money? 

Mr.  Freeman.  As  and  when  these  betterments,  additions,  and  improvements 
are  niade,  we  will  make  application  to  the  Interstate  Connnerce  Commission 
for  authority  to  issue  an  improvement  bond,  and  only  when  the  security 
has  been  put  there.  We  will  issue  improvement  bonds  and  we  expect  to  raise 
the  money  on  the  improvement  bonds. 

Mr.  HTn>ni£STOK.  There  is  no  proposal  in  the  plans  of  reorganization  to  put 
any  new  mismy  into  the  road? 

Mr.  Fbkbmar.  No;  no  new  money,  except  the  money  that  we  obtain  fTOm 
Improvement  b<mds  and  earnings  

Mr.  HUDDLESTON  ( intcrposing) .  Merely  a  change  In  the  form  of  secnritiefl? 

Mr.  Freeman.  That  is  all,  and  it  gives  us  an  opportunity  to  wipe  out  the 
$25,000,000  mortgage  and  issue  an  improvement  mortgage,  which  would  have 
a  real  value  on  the  market.  AVith  a  $50,000,000  outstanding  mortgage,  first 
and  second,  we  could  not  float  a  loan  or  raise  a  cent  of  money  on  a  third 
mortgage  on  the  property. 

Mr.  HtmxuBSTON.  This  syst^  was  formerly  called  a  Gould  road,  was  it  not? 

Mr.  Fbbbhan.  Back  in  the  early  eighties,  say  prior  to  1885,  the  Texas  & 
Padfle,  the  St.  Louis,  Iron  Mountain  ft  Southern,  the  Mtssonrt  Padfle,  the 
Denver  &  Rio  Grande,  the  M.,  K.  &  T.,  now  of  Texas,  the  Intemattonal  ft 
Great  Northern,  were  called  the  Gould  system  of  roads.  They  have  gradually 
disintegrated  until  none  of  those  lines  now  are  really  Gould  roads,  with  the 
exception  of  the  St.  Louis  &  Southwestern  of  Arkansas  and  St  Louis  ft  South- 
western of  Texas. 

Mr.  HUDDLESTON.  What  is  the  predominant  financial  control?    Wtiat  is  it? 
Mr.  Fbebmait.  You  mean  from  the  standpoint  of  the  bankers? 
Mr.  Bvmaxmon.  Yes. 

Mr.  Fbeekan.  Speaking  only  from  my  general  infcmnationy  not  fnm  de- 
tailed knowledge,  the  banking  firm  that  is  Interested  in  bankii^  this  and 

possibly  will  underwrite — and  of  course  the  underwriting  of  your  security  after 
all  is  the  only  way  you  can  float  it— the  banking  finsNi  iMt  £aihn-Loel),  and  Blair 
&  Co.  of  New  York. 

Mr.  HUDDLESTON.  Now  I  do  not  want  to  carry  on  such  a  long  examination, 
but  perhaps  you  would  cover  this  in  your  general  statement :  I  would  be  very 
glad  myself  for  you  to  state,  just  as  briefly  as  it  is  convenient  for  you  to  do 
s%  escactly  what  this  biU  daeis. 

Mr.  Fbebman.  We  have  a  limitation  in  our  etmrter  of  so  mudi  bonding 
capacity  per  mile  of  railroad. 

Mr.  HUDDLESTON.  So  much  what? 

Mr.  Freeman.  So  much  bonding  capacity  per  road  per  mile  of  $40,000  per 
mile,  bonded  indebtedness,  issued  for  construction  purposes  alone.  Of  course 
that  is  passed.  Congress  in  its  wisdom  created  the  Interstate  Commerce 
Commission  and  has  relegated  to  that  body  the  right  to  say  what  securities 
you  might  issue  and  under  what  conditions  you  might  issue  them,  and  that 
law  applies  to  every  railroad  in  the  country.  Where  there  is  a  limitation  in 
its  charter  such  as  ours.  We  want  that  llmitatioxi  removed  so  that  we  can  go 
to  the  Interstate  Commerce  Commission,  not  this  year  nor  next  year,  but 
maybe  50  years  from  now  or  25  years  from  now,  and  aiA:  for  a  bond  issue 
'  based  upon  additions,  betternmrts,  and  in^Nrovan^its  tlwl  we  have  made  or 
expect  to  make. 

Mr.  Raybxjbn,  That  is  now  controlled  by  the  Interstate  Commerce  Commis- 
sion? 

Mr.  Freeman.  By  the  Interstate  Commerce  Cominiss'on  ;  yes.  Congress  has 
relegated  those  matters  to  the  Interstate  Commerce  Commission. 

Mr.  RATBintN.  You  use  the  term  Congress,"  and  I  supposed  you  meant  the 
Interstate  Commerce  Gommisi^on? 

Mf.  Fsaa^AN.  Yes,  car; 
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The  Chairman.  Mr.  Freeman,  you  would  say,  would  you  not,  that  the  pur- 
pose now  under  this  new  bill,  the  latter  bill,  is  to  bring  the  railroad  distinctly 
under  the  jurisdiction  of  the  Interstate  Commerce  Commission? 

Mr.  Freeman.  Absolutely. 

The  Chairman.  As  provided  in  the  tranSportatioii  act  of  1920? 
Mr.  FRiaaMAN.  Yes,  air;  and  they  have  worded  aection  5  ttesasdveeL  Oar 
wording  in  our  bill  was  a  little  different  firom  th^rs,  and  they  fonnnlated  in 

their  report  to  this  body  section  5,  which  brings  us  and  brings  every  term  of 
this  bill  and  every  term  of  our  bid  charter  under  their  jurisdiction.  We  simply 
want  to  be  able  to  go  before  that  commission  in  the  matter  of  issuing  bonds 
and  stock  without  any  limitation  whatsoever  upon  the  conmiission.  You  under- 
stand, if  we  have  a  charter  limitation  the  commission  is  bound  by  that.  They 
can  not  vest  us  with  any  rights,  so  if  we  have  a  charter  limitation  that  must 
be  removed. 

Mr.  Mapes.  You  want  to  repeal  any  statutory  limitations  which  ate  more 
extensive  than  the  Interstate  Commerce  0(Hnxni«rion? 

Mr.  FmBMATH,  Yes,  sir — or  rather,  restrictive,  more. than  anything  else. 

Mr.  RayburiX.  Isn't  this  about  what  this  bill  does  with  reference  to  the 
Texas  &  Pacific  Railway  Co.,  that  it  puts  it  on  exactly  all  fours  with  reference 
to  securities,  etc.,  before  the  Interstate  Commerce  Commission  with  all  the 
rest  of  the  roads  of  the  country  that  are  owned  now,  and  with  the  same  privi- 
leges which  it  does  not  enjoy  at  this  time. 

Mr.  Freeman.  That  is  all  it  does. 

Mr.  HuDDLESTON.  That  is  merely  a  single  provision. 

Mr.  Freeman.  The  next  provision  appli^  to  the  stock.  The  Texas  &  Pacific 
Railway  Co.  has  no  authority  under  its  present  charter  to  issue  preferred  stock 
at  all.  Now  we  ask  for  authority,  and  this  bill  gives  us  authority,  to  issue 
additional  stock  subject  to  the  Interstate  Commerce  Commission,  with  such 
priorities,  preference  or  rights  as  may  be  provided.  The  purpose  of  that  is  to 
authorize  us  to  issue  preferred  stock  for  the  purpose  of  funding  the  $25,000,000 
of  income  bonds.  Without  the  authority  to  issue  preferred  stock  we  could  not 
fund  those  bonds. 

Mr.  Mapes.  To  that  extent,  are  you  asking  for  a  privilege  which  the  Inter- 
state Conuneree  Commission  could  not  extend  to  you  under  the  gni^l  law?. 

Mr.  Fbbekan.  Yes ;  under  that  provision  we  are  asking  something  that  the 
Interstate  Ck>mnieree  Commission  could  not  vest  us  with;  tliat  li^  a  charter 
riglit  to  issue  preferred  stock. 

Mr.  Mapes.  I  am  rather  curious  to  know  what  your  company  got  for  those 
income  bonds  that  you  speak  of. 

Mr.  Freeman.  The  income  bonds  were  sold — you  mean  originally? 

Mr,  Mapes.  Yes. 

Mr.  Freeman.  I  will  have  to  go  back  then,  to  answer  your  question  ac- 
curately, to  their  organization  of  1886.  When  these  inccmie  bonds  were  issued 
the  company  had  outstanding  at  that  time  division-line  mortgages  in  Te^ 
and  Louisiana,  and  land-gvant  mortgages,  and  under  tlie  plan  of  reorganiza- 
tion the  paJTties  who  held  those  original  securities  got,  say,  60  per  cent  of  first, 
and  60  per  cent  of  seconds.  In  other  words,  they  practically  were  sold  at  par 
to  that  extent.  That  is  existing  indebtedness  was  funded  for  these  outstanding 
incomes,  first  mortgage  indebtedness.  It  did  not  bring  us  one  5  cents  of  new 
money. 

Mr.  Mapes.  Those  second  mortgage  bonds,  the  interest  being  payable  OBlj' 
when  the  board  of  directors  sees  fit  to  pay  it,  and  out  of  the  earnings  of  the 
company,  are  not  in  effect  much  more  tlmn  preferred  stock  anyhow,  are  th^? 

Mr.  FBsrai  AK.  It  is  preferred  stock  without  the  riglit  to  vote,  that  is  prac- 
tieaJily  what  it  is,  but  we  got  no  cash  for  the  sale  of  these  income  bonds 
originally,  but  w^e  got  the  equivalent  to  cash  in  that  we  funded  the  original 
mortgage  indebtedness  and  we  sweetened  that  indebtedness  by  giving  land- 
grant  bonds  and  other  bonds  in  addition  to  the  bonds  themselves. 

These  income  bonds  are  a  lien  on  the  property.  It  is  a  mortgage  on  th^ 
property  which  acts  the  same  as  a  second  mortgage. 

Mr.  Merritt.  It  doesn't  give  th^  holders  any  advantage  but  it  malces  a  lien 
on  the  company. 

Mr.  FBiaacAN.  It  makes  a  lien  on  the  company,  which  would  depreciate,  of 
course,  the  value  of  any  third  mortgage.  We  could  not  float  a  third  mortgage 
with  those  bonds  outstanding. 
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Mr.  HuDDi£STON.  The  first  section  of  this  bill  seems  to  ratify  and  confirm 
conscrtidations  and  other  actions  which  the  Texas  &  Pacific  has  heretofore 
taken.  That  is  one  thing  it  seems  to  do. 

Mr.  Freeman.  That  grows  out  of  what  I  have  just  stated  to  the  committee, 
the  fact  that  we  obtained  the  Southern  Trans-Oontinentai  and  the  Southern 
Pacific. 

Mr.  HuDDLEsTON.  Is  there  any  doubt  as  to  the  legality  of  that  transaction? 
Mr.  Fbeeman.  No,  sir;  Congress  has  already  confirmed  that  by  the  act  of 
1874. 

Mr.  HuDDLESTON.  Why,  then,  should  they  i-econfirm  it? 

Mr.  Fbeeman.  Because  of  the  fact  that  after  we  obtained  these  lines  we  ex- 
tended the  line  in  1881  to  New  Orleani^  which  was  not  in  existence  before  we 
got  the  New  Orleans  &  Pacific  line,  and  we  would  like  to  have  that  brought 
under  the  same  terms  as  the  Southern  Trans-Oontinental  and  the  Southern 

Pacific  mergers. 

Mr.  HuDDLESTON.  Is  tlicrc  any  doubt  as  to  the  legality  of  that  action? 

Mr.  Freeman.  None  in  my  mind ;  but  we  would  like  to  mnke  a  positive  con- 
gressional record  of  it,  because  the  State  of  Louisiana  expressly  authorized 
it — authorized  the  New  Orleans  &  Pacific  to  convey  all  of  the  property  to  us, 
and  we  have  a  regular  act  of  conveyance  from  that  company  to  us,  but  as  we 
obtained  it  since  the  act  of  1874,  we  thought  it  well  to  embody  it  in  titiis  act, 
as  showing  what  our  railroad  was  at  this  time. 

Mr.  HuuDLESTON.  Isn't  there  very  broad  confirmation  here  c<Misummated  in 
lines  14,  15,  16,  and  17,  on  page  2  of  this  bin — of  course,  it  is  impossible  that  we 
should  know  just  what  we  have  done  in  the  past — if  we  should  pass  it? 

Mr.  Freeman.  What  you  refer  to  is  the  fact  that  from  time  to  time  we  can^ 
locate  and  construct  additional  lines. 

Mr.  HruDLESTON.  No;  what  I  refer  to  is  this:  The  statement  tbat  certain 
lines,  and  so  forth,  are  declared  to  be  the  lines  of  the  Texas  &  Pacific  Railway 
Co.  Now,  that  is  a  very  broad  blanket  provision,  and  I  t>elieve  you  will  agree 
that  it  is  a  rather  dangerous  tiling  for  a  committee  to  blunder  into  without 
knowing  exactly  what  the  eflSect  of  it  is. 

Mr,  Freeman.  Well,  of  course,  we  have  operated  these  lines  as  the  lines  of 
the  Texas  &  Pacific,  and  made  official  reports  for  a  period  of  about  41  years. 
If  I  were  discussing  the  matter  from  the  standpoint  of  a  lawyer  to  a  judge — T 
mean  in  a  court — the  court  would  teli  me  that  *' we  take  judicial  knowledge  of 
that  fact.  They  have  done  so.  They  have  taken  judicial  knowledge  of  what 
constitutes  the  main  line. 

Mr.  HtTDDUcsTOif.  Couldn't  committees  sometimes  take  judicial  knowledge  of 
thin^  that  th^  have  no  actual  knowledge  of?  That  is  what  I  am  trying  to 
avoid. 

Mr.  Freeman.  We  have  an  abstract  of  title;  we  have  all  our  conveyances 
down  to  date  and  everything  of  that  kind. 

Mr.  HuDDLESTON.  The  thought  T  have  in  mind  is  that  if  it  is  not  n(^'essary.  it 
seems  to  be  it  ought  not  to  be  done;  if  it  is  necessary,  then  we  ought  to  know 
what  we  are  doing. 

Mr.  Freeman.  Well,  it  is  necessary  to  the  extent  that  we  would  like  to  have 
Congress  soecify  what  are  the  main  lines  of  our  railroads,  because  you  put  a 
limitation  in  the  old  charter  of  $40,000  a  mile.  You  have  already  specified  in 
the  act  of  1874.  Up  to  that  time  you  have  already  specified.  You  took  the 
Southern  Trans-Continental,  although  you  did  not  describe  it  as  we  do,  from 
Texarkana  to  Port  Worth  you  call  it  the  Southern  Trans  continental — in  1874, 
and  vou  took  the  Southern'^  Pacific  and  you  merged  those  roads  and  made  them 
a  part  of  the  Texas  &  Pacific  and  sub.iect  to  our  charter.  Now,  since  that  time 
we  have  acquired  only  the  New  Orleans  &  Pacific,  and  that  is  the  only  additional 
main  line  that  would  be  included  in  this  bill. 

Mr,  HtJDDLESTON.  The  second  purpose  of  this  section  was  to  authorise  you  to 
build  branches,  extensionst  and  other  railroads.  Are  these  spedflc  extensions 
contemplated? 

Mr.  Frekman.  That  word  "extension"  may  be  rather  broad.  I  would  not 
object  to  its  elimination  or  to  it^  modification  to  points  in  Texas  and  in  Louisi- 
ana and  Arkansas,  or  to  eliminate  it,  but  I  do  believe  that  we  should  be  priven 
the  right  to  construct  branch  lines.  You  know  the  value  of  a  branch  line  to  a 
trimk  line  as  a  feeder.  Our  original  charter  was  very  peculiar  in  that  par- 
ticular. We  could  not  obtain,  under  our  original  charter,  branch  lines  in  Texas 
unless  they  had  been  incorporated  prior  to  the  time  we  had  been  incorpwated. 

25319—22  2 
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"Theretofore  incorporated"  onr  charter  says,  not  "thereafter  incorporated." 
and  the  result  is  that,  of  course,  there  was  not  a  branch  line  incorporated  nrior 

to  our  time.  t>*»v»^ 

Mr.  HuDDLESTON.  Then  it  is  your  idea  that  yon  need  pom  to  aeqniie  branch 

lines  constructed  by  other  companies?  i^^^  umuvu 

Mr.  Fbeehan.  By  other  companies. 

Mr.  KnnoxsTON.  Not  that  you  need  power  to  build  them  yourselves  ? 
Mx.WsSEKUAJS.  I  think  yon  understand  we  are  not  given  any  authority  to  build 
branch  lines  in  our  original  charter  at  all,  but  we  could  acquire  those  already 

Mr.  HUDDLESTON.  You  have  built  many  sudi? 

Mr  Freeman  No,  indeed,  not  one  in  Texas;  unfortunately  ftw  us,  we  hare 
not.  rsow,  m  tlie  oil  territory  out  from  Ranger  and  eastward— and  that  terri- 
tory IS  immense— when  I  say  to  you  that  one  of  our  stations  out  there,  the 
Ranger,  its  ordinary  station  receipts  in  the  old  days  would  run  about 
?1,000  a  month  and  they  have  since  run  up  to  $1,000,000  a  month,  you  can  have 
an  Idea  how  business  increased  during  the  oil  periods.  There  have  been  many 
of  those  little  short  oU  lines  built ;  the  oil  territory  moves  usually  in  a  fixed  di- 
rection. In  that  territory  it  is  moving  a  little  northwest,  going  out  toward 
Breckenridge.  There  are  five  or  six  of  those  little  oil  branches  that  are  built 
out  there.  As  a  rule  they  are  superficially  financed,  and  vrhim  the  oU  boom  is 
big  they  can  afford  to  continue  and  operate,  but  when  the  oil  boom  goes  down 
to  practically  normal  they  operate  at  a  loss.  We  could  acquire  those  roads  We 
have  had  several  of  them  offered  to  us  and  we  would  have  acquired  them  and 
naade  substantial  properties  out  of  them,  but  we  could  not  do  so  under  our 
charter. 

Mr.  Hawks.  Mr.  Freeman,  as  I  understand  this  matter,  the  facts  are  that 
Hie  Texas  &  Pacific  was  incorporated  under  a  Federal  charter  years  ago  has 
since  that  time  been  brought  under  the  Jurisdicticm  of  a  new  act  of  Congress 
creating  the  Interstate  Commerce  Commission,  and  under  that  act  the  issuance 
of  boncis.  stocks,  for  betterments  of  yonr  xoads  aro  paMed  upon  by  die  fiitw- 

state  Commerce  Commission? 
Mr.  P'reeman.  Absolutely. 

Mr.  Hawes.  Now.  under  the  old  charter  there  is  a  limitation  pla«ed  upea 
your  ability  to  borrow,  and  so  forth. 

Mr.  Freekan.  And  the  purpose  for  which  we  might  borrow  as  well. 
Mr.  Hawks.  The  purpose  for  which  you  might  borrow? 
Mr.  Fbeeman.  Yes,  sir. 

Mr.  Hawxs.  At  the  present  time  title  Interstate  Commerce  Commission  can 
direct  the  operation  of  your  road  in  its  relation  to  safety  appUanoes,  arrange- 
ments for  emidoyment  of  labor^  and  practically  supervise  and  direct  its  man- 
agement. 

Mr.  Freeman.  And  does. 

Mr.  Hawes.  And  that  is  done  by  the  Interstate  Commerce  Commission  with 
every  road  in  the  Unite<l  States,  including  your  own,  but  there  is  only  one  road 
in  the  United  States  that  can  not  present  its  claim  to  the  Interstate  Com- 
merce Commission  for  improvements  or  betterment  in  the  mater  of  securing 
additional  financial  ascdistanoe? 

Mr.  Freekan.  Yes,  rfr. 

Mr.  Hawes.  And  that  is  the  Texas  &  Pacific? 

Mr.  Freeman.  That  is  true. 

Mr.  Hawes.  And  the  only  thing  that  you  require  in  this  bill  and  want  is  to 
be  put  upon  an  exact  equal  parity  with  the  oth^  roads  of  the  United  States? 

Mr.  Freeman.  Yes.  sir;  that  is  all. 

Mr.  Hawes.  And  unless  that  right  is  given  to  you,  it  puts  you  in  the  ano- 
malous position  of  permitting  the  Interstate  Coijjmerc*;  Commission  to  regu- 
late your  road  in  certain  directiims,  but  not  to  provide  the  relief  which  you 
require  in  othw  directions? 

Mr.  Freeman.  Even  though  they  want  to  do  80. 

Mr.  Hawes.  Even  thoi^  ^y  have  the  dlfifNMdition  and  saw  the  right  and 

necessity  of  doing  so? 
Mr.  Freeman.  Yes,  sir. 

Mr.  Hawes.  Relating  to  the  matter  of  notice,  this  matt^  has  h&m  in  the 

papers  frequently? 

Mr.  Freeman.  This  bill  was  published  in  full— that  is,  the  one  that  this  bill 
was  taken  from,  which  was  fuller— has  been  published  in  full  in  the  Texas 
papers.  The  entire  biU  has  been  published.  -  -   -  ' 
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Mr.  Hawks.  Have  you  heard  any  objections  from  any  source  to  the  passage 
of  this  bill?  ^ 
Mr.  Freeman.  The  only  objection  that  I  have  seen  was  a  telegram  from  a 

labor  organization  at  Big  Springs,  T«c,  and  that  went  (Mttly  to  the  point  that 
until  we  settle  our  labor  diflPerences  we  ought  not  to  have  My  antibwity  to  do 

anything — our  shopmen's  strike. 

Mr.  Hawks.  Have  there  been  any  objections  from  any  oificera  of  the  Gov- 
ernment? 

Mr,  Fkeeman.  No,  sir;  no  ofBcer  of  the  Government  has  objected,  State  or 
Federal.  As  a  matter  of  fact,  before  we  introduced  this  bill  at  all  we  went  to 
the  Interstate  Commerce  Commission  and  discussed  it  with  th&n  fully,  and 
the  commission  was  thoroughly  advised  of  the  purposes  of  this  bill  before  we 

introduced  it,  and  expressed  their  approval  of  it 

Mr.  Hawes.  After  this  bill  is  passed,  if  it  is  passe<l,  anything  along  the  line 
<»f  financial  reor.^anization,  increasing  the  bonded  indebtedness  or  anything  of 
that  kind,  would  hr&t  have  to  be  passed  upon  by  the  Interstate  Cramieree 

Couimission  V 

Mr.  Fkeeman.  Yes,  sir;  by  the  terms  of  the  bill. 

Mr.  Hawes.  Your  entire  evidence  as  to  the  operation  of  the  road,  its  acquire- 
ment of  property,  its  railroad  connections,  would  be  reviewed  by  that  body? 
Mr.  Fbsbmak.  Yes,  sir. 

Mr.  Hawes.  In  other  words,  the  qnestimas  that  have  been  aslced  yon  by 
Representative  Huddlestdn  would  necessarily  be  taken  up  by  the  Interstate 
Commerce  Conunission,  reviewed  by  th^  and  testimoar  beard  mi  aU  those 

details? 

Mr.  Freeman.  Yes,  sir. 

Mr.  lUYjtuRN.  On  the  question  of  publicity.  I  will  say  that  the  district  that 
I  represented  is  traversed  by  this  railroad;  the  transcontinental  division  runs 
through  my  home  town ;  it  runs  through  the  home  town  of  Mr.  Black,  of  Texas ; 
it  runs  through  the  home  town  of  Mr.  Sumners,  of  Texas ;  it  runs  through  the 
home  town  of  Mr.  Blantcm,  of  Texas,  and  terminates  in  the  hcMne  town  of  Mr. 
Hudspeth,  of  Texas,  and  I  know  that  the  pei^e  ak>ng  the  line  that  X  live  on 
want  this  railroad  put  into  some  sort  of  shape  where  it  can  serve  the  pnbUc 
satisfactorily,  whicli  it  has  not  been  doing  in  the  past,  and  that  they  have  come 
to  believe  with  the  railroad  companies  that  it  is  a  question  of  finance  with  them. 

And  further.  I  have  had  no  protest  from  anyone  or  from  any  source  with 
referenr*e  to  the  enactment  of  this  legislation.  Now  there  may  be  some  features 
in  the  bill  that  ought  to  be  eliminated,  but  as  to  the  general  purposes  of  the  bill, 
I  feel  confident  that  all  the  people  to  whom  notice  has  gone  of  this  legislation 
imve  no  objection  to  its  maetm^t,  so  far  as  I  have  been  able  to  find. 

Mr.  Grahak.  Do  yon  have  a  pnblte  irtilities  commission  in  your  State? 

Mr.  Freeman.  We  have  a  railroad  eomntfaston  te  lionisiasia  moA  a  railroad 
commission  in  Texas. 

Mr.  Graham.  Of  course  I  suf^ose  this  matt^  has  sever  been  submitted  to 

either  of  them? 

Mr.  Freeman.  No;  because  of  the  fact  that  they  had  no  jurisdiction,  but 
if  they  had  any  opposition  to  it  they  have  full  knowledge  and  they  would  readily 
have  expressed  their  opposition  at  once. 

Mr.  Obahah.  What  makes  you  think  so? 

Mr.  Fbbxican.  Because  they  do  not  hesitate  abont  acting  if  they  ihihk  the 
public  should  be  represented*  They  al^R^iys  have. 

Mr.  Raybitrn.  I  might  say,  Mr.  Freeman,  ttat  this  railroad  runs  ttiroo^  the 
home  town  of  the  chairman  of  the  Texas  commission,  Mr.  IbtyfldA. 

Mr.  GRATTA^sr.  Let  me  see  if  I  understand  this. 

Mr.  Freeman.  We  can  not  go  to  either  oae  of  those  bodies  to  obtain  these 

rights. 

air.  Graham.  Let  me  see  if  I  understand  what  this  bill  does.  The  first  sec- 
tion authorizes  your  road  to  construct  and  acquire  sections  or  branches  of  your 
road,  and  yon  think  that  is  necessary  because  of  the  limitations  of  the  original 
act? 

Mr.  Freeman.  The  matter  of  ext^rtws,  I  adndt,  is  a  good  broad  term. 
Technically,  I  know  we  have  a  diflrant  meaning  from  what  the  ordinary  public 
would  say.  It  is  usually  extensions  of  your  branch  lines,  or  things  of  that  sort, 
but  if  we  are  given  the  right  to  extend  the  road  we  shoold  kave  the  ri^^t  to 
acquire  branch  lines. 
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Mr  Graham.  For  instance,  Judge,  in  the  original  act,  section  4,  providing  for 
cons^oluiations  witli  other  Unes,  it  is  stated,  « But  no  such  consolidation  shall 
bo  \vit]i  any  competing  through  line  of  railroads  to  the  Pacific  Ocean/' 

Mi\  Lkeeman.  That  is  ri^^it. 

31r.  Graham.  I  assume  the  idea  of  the  origrlnal  drafters  of  this  bill  being  tti'at 
i-ompetition  ought  to  be  maintained,  if  possible? 
Mr.  Frkeman.  Yes,  sir. 

Mr.  Gbahak.  Well,  now,  if  you  had  that  constitutin^r  extensions,  I  d(»  not 
know  but  what  you  might  do  just  exactly  what  tlie  charter  says  vou  should 
not  do. 

Mr.  Freeman.  If  we  had  a  right  to  make  extensions,  we  possibly  could  do 

what  *  - 


petin.e  lines,  but  if  we  operate  lines  independent  that  means  competition. 

Mr.  Gkaham.  As  a  matter  of  fact,  I  do  not  Ivuow  whether  it  is  advisable  at 
this  day  to  restrain  you  from  combining  with  competing  lines,  in  view  of  the 
trans|>ortation  act  and  its  provisions,  hut  the  original  charter  had  that  limita- 
tion, and  I  iHmgine  that  you  would  hardly  ask  the  Congress  to  d€0^rt  from  that 
principle. 

Mr.  FiiEEMAx.  We  are  not  changing  that  feature  of  our  charter  at  all. 

Mr.  Graham.  Well,  then,  don't  you  imaj^ine  that  that  language  might  be 
shaped  up  a  little  and  confined  to  branches  of  your  lines  of  railroad? 

air.  Frekman.  There  would  be  no  objection  to  elimiuuting  at  this  time  the 
word  "  extension." 

Mr.  Gbaham.  All  right.   Now,  let  us  leave  that 

Mr.  Fbeeman.  Or  to  put  the  limitatiwi  ^  ^rtensions  in  Texas,  Louisiana,  and 
Arkansas," 

The  Chairman.  You  mean  line  19,  pa^e  2? 

Mr.  Gbaham.  Yes. 

The  Chairman.  So  that  it  would  read  how,  as  you  suggest? 

Mr.  Freeman.  Just  aster  the  word  "  railroads  "  insert  the  words  "  within  the 
States  of  Texas,  Louisiana,  and  Arkansas." 

Mr.  Lea.  Mr.  Chairman,  in  that  connection.  I  would  like  to  ask  a  question. 
Would  there  be  any  possible  benefit  to  the  public  in  depriving  you  of  the  right 
to  ccmstmet  extensions? 

Mr.  FfimcAif .  Why,  the  public  would  be  very  much  Interested  in  any  road,  a 
trunk  line,  extending  its  lines  because,  of  course,  it  would  only  extend  them  to 
territory  that  needed  a  new  railroad,  and  to  that  extent  the  public  would  be 
benefited.  And  again,  in  order  to  extend  the  line  you  have  to  jret  a  certificate 
from  the  Interstate  Commerce  Commission  that  it  is  for  the  public  benefit- 
That  is  one  of  their  cardinal  rules  laid  down  in  the  transportation  act. 

Mr.  Lea.  But  for  what  reason  do  you  suggest  the  elimination  of  the  word 
"  extension?" 

Mr.  Freemaiv.  It  should  be  in  fhere,  but  if  there  is  an:^'  question  about  it 
we  are  so  sorely  in  need  of  the  legiidation  that  we  would  not  stand  back  and 
ran  the  risk  of  losing  the  bill  for  the  purpose  of  the  oi^rtunity  to  extaid  the 
road,  but  it  sdiould  be  in  there,  so  far  as  tiiat  is  concerned,  as  a  matter  of  public 

policy. 

]\Ir.  Hawes.  And  if  it  is  not  in  there,  in  certain  districts  of  Texas  or  Louisi- 
ana requiring  statutes  for  the  purpose  of  enlarging  transportation  facilities: 
you  mitrht  be  deprived  of  a  thing  that  the  Interstate  Commerce  Commissiou 
might  demand  of  you  and  ask  that  it  be  done. 

Mr.  Pkeeman.  You  might  put  in  the  limitation  limiting  it  to  Texas,  Louisiana, 
and  Arkansas.  If  that  limitation  is  in  there  it  would  limit  it  to  those  States. 
If  those  limitations  were  not  in  there  and  it  went  out  entirely,  we  would  have 
to  make  application  again  to  amend  mr  charter  tor  the  purpose  of  autliorlzing 
us  to  make  such  extensions. 

Mr.  Ha  WES.  If  you  want  to  make  my  extensicm  for  5  or  10  miles  it  would 
require  an  act  of  Congress. 

The  Chairman.  The  Interstate  Commerce  Commission  has  approved  that  text 
at  that  point  without  making  any  reservation. 

Mr.  Raybxjbn.  If  you  put  in  there  the  limitation  in  Texas,  Louisiana,  and 
Arkansas,  that  covers  all  the  territory  you  operate  in  anyhow. 

Mr.  SteSMAtr.  At  this  time;  yes. 
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Mr.  Graham.  I  do  not  understand  that  he  figures  or  that  anyone  is  figurlmr 
on  taking  out  the  word  "  extensions,"  but  it  is  simply  adding  this  additional 
language,  qualil^izig  it 

Mr.  Lra.  I  have  been  wondering  what  objection  there  is  to  th^r  having  the 
power  of  extension. 
Mr.  Graham.  Into  other  States! 

Mr.  Lea.  Yes. 

Mr.  Graham.  I  do  not  think  we  ow^ht  to  go  that  far.  We  would  then  be 
going  beyond  the  purview  of  the  original  act,  and  I  do  not  underf?tand  that 
these  gentlemen  want  tliat.    I  do  not  think  we  ought  to  broaden  the  act  any, 

Mr.  Fkeeman.  We  already  have  the  power  to  extend  the  western  termini  at 
Sierra  Blanca  to  San  Diego,  Calif.,  hut  it  would  not  be  profitable  for  us  to  do 
.  so  at  this  time. 

Mr.  Gbahah.  Over  a  certain  route? 

Mr.  Freeman.  Over  a  certain  route,  defined. 

Mr.  Lea.  Well,  the  right  to  extend  would  still  be  subject  to  the  control  of 

the  commission. 
Mr.  Graham.  Yes. 
Mr.  Freeman.  Absolutely. 

Mr.  Lea,  And  I  can  not  see  any  reason  why  the  railroad  should  not  build, 
if  the  commissicm  approves  it. 

Mr.  Graham.  Now,  Judge,  I  want  to  ask  another  question  or  two.  If  that 
additional  power  is  given,  thm  you  are  givmi  the  additi<mal  power  of  issuing 
your  bonds,  without  limitation,  to  the  amount  of  $40,000  a  mite.  The  ori^nal 
act,  section  14,  provided  that  you  could  issue  two  kinds  of  bonds,  constracti<m 
and  land  bonds.  The  total  value  of  the  construction  bonds  not  to  exceed 
$30,000  a  mile  of  your  railroad ;  the  total  face  value  of  your  land  bonds  not  ta 
exceed  $2.50  an  acre  for  all  the  land  mortgaged. 

Mr.  Freeman.  That  act  was  amended  

The  Chairman  (interposing).  Did  you  say  $30,000?   Is  that  right? 
Mr.  Gbahah.  Yes;  that  is  the  original  act. 

Mr.  FfifiEMAN.  That  was  amended  by  the  act  of  Congress  of  May  2,  1872,  and 
the  $30,000  was  raised  to  $40,000  a  mile,  and  we  had  a  ri^t  to  indnde  the 
land  grants  in  that.  That  is  a  special  act  of  Congress  inereadng  fliat  amount: 

Mr.  GRAHAivf.  That  is,  that  the  ccmstruction  bonds  and  the  land  bonds  to- 
gether might  equal  $40,000? 

Mr.  Freeman.  Section  2  of  the  act  of  1872  provides — 

"That  the  said  The  Texas  and  Pacific  Railroad  Company  shall  have  power 
and  authority  to  issue  the  construction  and  land  bonds  authorized  by  the 
eleventh  section  of  said  act  of  incorporation,  for  such  amounts,  not  exceeding 
$40,000  per  mile  of  said  road,  of  construction  bonds,  as  said  cmpany  may  deem 
needful  to  provide  for  the  construction  and  equipmrat  of  its  line,  and  to  in- 
clude in  the  mortgage  or  mortgages  to  secure  said  constructicm  bonds  all  or  any 
portion  of  the  lands  granted  in  aid  of  the  construction  of  said  railroad." 

Under  the  original  charter,  land  grant  bonds  or  mortgage  bonds  had  to  be 
independent  of  the  construction  mortgage. 

Mr.  Graham.  Well,  now,  why  under  that  act  of  1872 — ^you  think  it  is  limited 
by  the  language  "  as  said  company  may  deem  needful  to  provide  for  tlie  con- 
struction and  equipment  of  its  line"? 

Mr.  Fbkekan.  Yes,  sir. 

Mr.  Gbaham.  And  that,  therefore,  now,  needing  bonds  for  ottier  purposes,  you 
must  have  this  limitation  removed  so  that  the  iMtA  section  of  the  act  does 

nothing  more  than  remove  the  limitation? 

Mr.  Fkeeman.  That  is  the  fact  of  it. 

Mr.  Graham.  It  does  not  increase  the  bonded  limit  or  do  anything  else  ex- 
cept give  you  power  to  issue  it  for  some  other  than  construction  or  equipment 
purposes? 

Mr.  Freeman.  It  eliminates  the  bonded  limit  and  leaves  that  to  the  Inter- 
state Commerce  Commission. 
Mr.  G&AHAH.  Now,  section  4. 

The  Chaibman.  That  brings  them  within  the  tranq[>ortation  act. 

Mr.  Gbaham.  Section  4  of  the  bill  permits  you  to  increase,  by  resolution  of 
your  board  of  directors  and  by  vote  of  your  stockholders,  your  stOd^  iaffBe 
above  the  $50,000,000  that  has  been  heretofore  authorized? 

Mr.  Freeman.  Yes,  sir. 

Mr.  Graham.  I  notice  it  places  no  limitation  upon  it. 
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Mr.  Freeman.  We  have  never  issued  the  $50,000,000  of  common  stock,  but 
that  limitation  will  be  with  the  Interstate  Commerce  Commission  also. 

Mr.  Graham.  Well,  I  imagine  that  any  application  of  stock— any  issue  of 
Stock  will  have  to  be  on  an^lcullim  and  approval  by  the  Interstate  Commerce 
Coiiimissian. 

Mr.  Fkeeman.  Absolutely,  and  we  covered  tiiat  in  our  original  bill,  you  will 
find.   We  went  quite  Into  detail  as  to  that,  but  they  eliminated  our  section  5 

and  worded  their  own  section  5,  which  is  general  in  its  terms,  giving  them 
absolute  jurisdiction  as  to  the  carrying  out  of  any  one  of  these  inrovisions  in  the 

matter  of  issuing  securities. 

Mr.  Graham.  Now,  then,  there  is  only  one  thing  more  that  this  bill  does  that 
I  see,  and  that  is  that  section  7  makes  you  a  citizen  of  the  county  of  Dallas  in 
Texas. 

Mr.  Fbreman.  I  wiE  state  why  that  is.  You  will  find  in  the  first  section  of 
our  charts  that  they  use  the  gen^l  term  that  we  are  "  herd)y  created  a  body 
politic  and  corporate  in  fad  and  in  law,  by  tiie  name,  style,  and  title  of  the 
Texas  Pacific  Kailroad  Co.,  and  by  that  name  shall  have  perpetual  successdon, 

and  shall  be  able  to  sue  and  be  sued,  plead  and  be  impleaded,  defend  and  be 
defended,  m  all  courts  of  law  and  equity  within  the  United  States." 

That  iS  in  our  charter,  and  all  corporations  have  that  right.  The  Texas  & 
Pacific  Railway  Co.,  being  a  Federal  corix)ration.  under  the  old  days  and 
under  the  old  law  or  prior  to  1915  could  sue  and  be  sued  in  the  Federal  courts 
by  virtue  of  its  Federal  charter  alone.  In  other  words,  l>eing  a  Federal  corpo- 
ration, we  could  go  into  the  Federal  court  and  could  sue  and  be  sued,  but  by 
the  act  of  1916  a  Federal  corpwatikm,  ipso  facto,  by  virtue  of  its  charter  could 
not  sue  or  be  sued  in  a  Federal  court  In  other  words,  the  charter  did  not 
raise  a  Federal  question.  Then  the  court  further  held  that  the  Texas  &  Pa- 
cific Railway  Co.,  being  a  Federal  corporation,  and  then^  being  no  special  act 
defining  where  its  citizenship  w^as,  was  not  a  citizen  of  any  State  at  all;  in 
other  words,  it  occupied  the  same  relation  to  the  Federal  courts  that  a  citizen 
of  the  District  of  Columbia  (occupies.  A  citizen  of  the  District  of  Columbia  is 
not  a  citizen.  He  can  not  sue  or  be  sued  in  the  Federal  court,  because  he  is 
not  a  citizen.  The  Federal  court  jurisdiction  is  dependent  upon  two  things 
primarily :  First,  there  must  be  diversity  of  dtizenship  between  plaintiff  and 
defoi^temt  That  ,16  one  ground  of  jui^tction  where  the  amount  is  jurisldic- 
tlonal.  Second,  there  must  be  a  Federal  question.  Well,  with  diarter 
wiped  out  we  have  no  Federal  question,  and  not  being  a  citi2^  there  could  be 
no  diverse  citizenship.  In  other  words,  we  had  no  situs,  so  we  have  adopted 
here  the  congressional  rule  that  has  been  applied  to  national  banks.  National 
banks  are  made  inhabitants  of  the  State  in  which  their  general  offices  are  lo- 
cated— citizens  of  the  State  in  which  their  general  offices  are  located,  and  in- 
habitants of  the  district  where  the  principal  office  is  located.  That  is  the 
purpose  of  this  sectiim. 

Mr.  OBAaAM.  This,  of  course,  is  limited,  too,  for  the  puiposes  of  action,  at 
law. 

Mr.  Freeman.  And  in  equity. 

Mr.  Graham.  Yes,  I  see;  "  and  all  suits  in  equity."  Now  that  has  no  refer- 
ence to  your  situs  for  purposes  of  taxation? 

Mr.  Freeman.  None  at  all.  In  what  we  call  the  first  railroad  commission 
suit,  154  U.  S.,  we  are^  amenable  to  the  State  laws  in  mattei-s  of  taxation, 
except  the  tax  on  our  Federal  charter;  in  other  w^ords.  on  our  right  to  be. 
No  State,  following  the  old  National  Bank  cases,  can  tax  a  Federal  charter, 
because  if  ttiey  could  tax  it  they  could  absolutely  wipe  it  out  Of  course 
there  is  no  such  thing  as  a  tax  on  a  Federal  charter  now,  and  possibly  never 
would  be,  but  they  could  not  tax  our  rif^t  to  be,  because  if  th^  could,  as  I 
say,  they  could  tax  it  to  death. 

Mr.  Graham.  When  did  you  get  your  name  changed  from  "  Texas-Padflc 
to  "The  Texas  &  Pacific"?    Is  there  a  separate  act  for  that? 

Mr.  Freeman.  A  separate  act  passed  for  that  purpose. 

Mr,  Graham.  That  is  all  right,  then. 

Mr.  Freeman.  And  I  want  to  say  that  in  printing  the  bill  I  have  changed 
several  copies  in  which  I  have  changed  this  *'  t "  to  a  capital,  but  the  printer 
will  always  make  a  wnall  "t"  out  of  it  Now  the  original  act  was  incor- 
porated as  "  the  "—not  part  of  the  title  "  Texas  Pacific  Ballroad.'*  By  special 
act  of  Congress  our  title  was  changed  to  "  The  T^s  and  Padfic  Railway 
Company." 

The  Chairman,  The  article  is  part  of  the  ineoi^rated  name? 
Mr.  FaEEncAN.  Yes,  sir. 
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The  Chairman.  It  should  so  appear  wherever  the  name  comes. 

Mr.  Freeman.  Yes,  sir;  except  in  two  instances  in  the  bill,  and  that  is 
in  the  caption  and  on  the  third  line  of  page  3  and  section  3. 

Mr,  Obahaic.  I  will  tell  you  why  that  is.  You  probably  drafted  vour  bill 
properly  in  the  first  place,  but  the  Printing  Office  has  a  rule  that  that  word 
•*  the "  shall  b^n  with  a  small  letter^  and  nobody  on  earth  can  get  them  to 
change  it. 

The  Chairman.  We  will  show  them  whether  we  can  or  not 

Mr.  Freeman.  They  have  changed  it  in  every  instance  with  me. 

The  Chairman.  Mr.  Freeman,  the  Interstate  Commerce  Commission  sug- 
gested a  change  in  the  title  of  the  biU, 

Mr.  Freeman.  Yes,  sir. 
'  The  Chairman.  So  that  it  would  read  as  follows :  **A  bill  "—or  "An  act 

am^datory  and  supplemental  to  an  act  entitled  *An  act  to  incorporate  the '  " — 
that  should  be  a  capital  there? 

Mr.  Freeman.  No ;  that  is  correct.  That  is  the  first  article. 
»  The  Chairman  (reading):  "'Incorporate  the  Texas  Pacific  Railroad  Com- 

pany, and  to  aid  in  the  construction  of  its  road,  and  for  other  purposes/  ap- 
proved March  3,  1871,  and  acts  supplemental  thereto,  improved,  respectively, 
May  2,  1872,  March  3,  1873,  and  June  22,  1874." 

Does  that  change  meet  your  approval? 

Mr.  Freeman.  Yes,  sir;  that  is  proper. 

Mr.  HxniraJESTON.  One  more  question.    I  had  not  concluded  at  the  time  I 
was  interrupted. 
Mr.  Freeman.  What  is  the  mileage  of  your  road? 

IMr.  Frkeman.  The  actual  mileage  owned  is  1^0,  and,  to  use  round  figures, 
1,850  miles — 1,849  and  a  fraction. 

Mr.  HuDDi£8TON.  And  you  have  not  exceeded  this  charter  limit  fO,  $40,000 
amUe? 

Mr.  Freeman.  No;  we  have  not  reached  that  by  nearly  $12,000,000  or 
fl8,000,000. 

Mr.  HtiDDLESTON.  And  your  present  capital  stock  is  $50,000,000? 
Mr.  Fkebman.  $50,000,000. 
Mr.  HtjDDLESToir.  All  issued? 

Mr.  Freeman.  No,  $38,500,000 ;  and  we  have  juever  paid  a  single  divided  on 
that  stock,  but  it  has  been  assessed  10  per  cmt  bi  1687. 
Mr.  HuDDLESTON.  $38,500,000  you  say? 
Mr.  Freeman.  Yes,  sir. 

Mr.  HuDDLESTON.  Leaving  $12,500,000  unissued  in  the  treasury? 

Mr.  Freeman.  When  I  say  $38,500,000,  the  $500,000  is  approximate.  It  may 
be  $350,000  or  $340,000. 

Mr.  HtmnucsTON.  Then  it  would  be  correct  to  say  that  the  remainder,  $12,- 
500,000  approximately,  is  in  the  treasury? 

Mr.  Fbeekak.  Yes,  sir. 

Mr.  HuDDLESToir.  What  e^irt^  you  say  had  hdd  that  you  were  not  a  cittxen 

of  any  State? 

Mr.  Freeman.  The  Supreme  Court  of  the  United  States  in  the  case  of  the 
Bankers  Trust  Company  v.  The  Texas  Pacific. 

Mr.  HuDDLESTON.  And  the  effect  of  that  decision  is  to  hold  that  you  can  not 
remove  any  case  from  the  State  court  to  the  Federal  court  on  the  grounds  of 
J         diverse  citizenship? 

Mr.  FsEBiCAir.  Or  be  sued  in  a  Federal  court  at  alL 

Mr.  HUDDLESTON.  You  can  not  be  sued  in  a  Federal  court  at  all? 

Mr.  FasxacAN.  Unless  there  is  a  Federal  question  involved  outside  of  our 
charter.  Of  course,  there  might  be  a  Federal  question  coming  under  the  fifth 
amendment  or  fourteenth  amendment  or  various  amendn^ts  which  anybody 
could  be  sued  in  the  Federal  court  on. 

Mr.  HiTDDLESTON.  Now,  would  it  not  be  proper  for  you  to  be,  for  the  purpose 
of  these  suits,  a  citizen  of  each  of  these  States  in  which  you  do  business? 

Mr.  Freeman,  There  would  be  no  objection  to  that.  The  only  thing  is — as  a 
rule  a  corporation — of  course,  the  ordinary  corporation  is  conclusively  presumed 
to  be  a  dtbsm  of  the  State  of  its  incorporation.  Now,  our  general  oflSces  are 
located  in  Dallas  and  have  been  for  a  long  period  of  time — t&at  is,  our  op^mt- 
ing  general  offices — and  in  Texas. 

Mr.  HUDDLESTON.  Would  there  be  any  reason,  in  your  mind,  why  suits 
brought  in  Texas  might  not  be  removed  to  the  Federal  court,  whereas  if  the 
same  suits  were  broui^t  in  Louisiana  they  would  be  removed? 
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Mr.  Freeman.  Tliere  is  no  reason ;  in  Texas  you  could  not.  If  we  were  sued 
in  the  State  court  in  Tesas,  of  course  tlie  case  could  not  be  remoyed  becftuae 
diverse  citizenship  would  not  exist. 

Mr.  HuDDLESTON.  Why  should  the  same  kind  of  case  be  removed  in  Louisiana 
or  Arkansas? 

Mr.  Fbeekan.  Well,  of  course  that  rule  would  apply  to  any  corporation,  any 
corporation  that  deals  in  more  States  than  one. 
Mr.  HuDMMTON  (Interposdng).  So  long  as  we  are  saying  that  you  shall  be  a 

citizen  for  a  certain  purpose,  a  pure  fiction  of  law,  of  a  certain  State,  we  could 
just  as  easily  say  you  should  be  a  citizen  for  the  same  purpose  of  each  State, 

Mr.  Freeman.  There  would  be  no  objection  to  it,  except  I  am  following  the 
orderly  way  of  other  coi^orations  at  this  time.  A  corporation  doing  business  in 
Arkansas,  a  foreign  corporation,  would  be  a  nonresident  and  conclusively  pre- 
sumed to  be  a  citizen  of  the  State  of  its  incorporation.  But  I  would  have  no 
objectimi  to  making  us  a  citizen  of  three  States. 

Mr.  HunrajEsrroN.  I  notice  in  lines  14  and  following,  on  page  4,  a  rather  un- 
usual provision  which  provides  that  capital  stock  which  may  be  Issued  in  excess 
of  the  present  authorization  shall  be  subject  to  such  limitati(ms  and  restric- 
tions as  may  be  determined,  etc.    That  is  a  very  unusual  course. 

Mr.  Freeman.  Oh,  no,  most  of  the  State  laws  have  that.  Those  are  the  State 
laws,  and  the  wording  of  the  Sate  statute  which  regulates  the  issoiuiee  of  pre- 
ferred stock.   That  is  why  that  is  in  there. 

Mr.  HuDDLESTON.  Now,  that  is  not  applicable  to  preferred  stock  alone  and 
note  that  that  is  a  limitation  and  not  such  a  right  as  is  included  in  line  15, 
because  that  is  a  privil^e  and  an  advantage  which  would  contemplate  pre- 
ferred stock,  but  your  anthorbsation  is  here  of  an  increase  in  stock,  and  it 
seems  to  me  would  autiiorize  the  stockholders  to  have  advantages  over  the 
holders  of  the  present  common  stock,  or  would  give  them  less  rights  and  privi- 
leges than  the  h<dders  of  stock  at  loesatt,  subject  to  the  limitatioiis  as  to 
liolding. 

Mr.  Freeman.  But  it  takes  a  majority  of  present  stockholders.  We  could 
not  make  that  effective  as  a  corporate  act  until  the  majority  of  the  present 
stockholders  authorized  it,  and  then  it  would  have  to  be  ordered  by  the  Inter- 
state Ckmimerce  Commission. 

Mr.  HuDDusTOZY.  Do  you  think  it  isi  desirable  to  have  more  than  one  class  of 
common  stock? 

Mr.  Freeman.  There  is  only  one  class  of  common  stodL 

Mr.  HUDDLESTON,  This  authorizes  two  classes. 

ISIr.  Freeman.  No  ;  that  5s  when  you  |^ve  such  prefexenees  or  priorities  as 

you  make  to  any  preferred  stock. 

Mr.  HUDDLESTON.  Now,  I  understood  that  that  pobit  was  covered  by  section 
3.   I  have  not  examined  it  very  carefully. 

Mr.  Freeman.  Section  3  relates  to  bonds. 

Mr.  HmmiASTON.  It  does  not  cover  the  subject  of  preferred  stock? 
Mr.  Freeman.  Not  at  all ;  no,  sir. 

Mr.  HuuDiJ^TON.  I  take  it  that  the  Increase  in  ca[dtal  stock  provided  for  In 
section  4  would  cover  increases  in  commcm  stodc? 

]\rr.  FREEifAN.  It  would. 

^Iy.  HuDDLESTON.  It  docs  uot  differentiate  the  outstanding  stock  from  that 
that  is  to  be  issued,  and  as  such  it  authorizes  the  further  issuance  of  common 
stock  of  a  different  order  and  entitled  to  different  privileges,  less  and  more, 
as  the  case  may  be,  to  other  holders  of  common  stock. 

Mr.  Freeman.  Well,  when  you  take  a  certain  amount,  a  certain  per  cent  of 
the  common  stock,  and  give  it  certain  privileges,  then  it  automatically  becomes 
preferred  or  preferential  stock. 

Mr.  HuoDtESTON,  Provided  they  are  privileged,  but  if  there  are  disadvan- 
tapres,  what  would  you  ^11  it?  You  would  not  call  that  i»refenred  stock? 

^Ir.  Freeman.  No. 

^Ir.  Ht'bdleston.  I  have  the  thought  in  my  mind  that  if  what  you  mean  is 
preferred  stock,  if  that  is  what  you  really  mean,  it  ought  to  be  so  expressed 
and  differentiated  clearly  from  common  stock,  and  not  be  an  increase  in  the 
common  stock  capitalization,  but  be  a  direct  authorization  of  the  issuance  of 
so  much  in  preferred  stock,  entitled  to  such  benefits,  privileges,  and  restric- 
tions as  might  be  decided  upon. 

Mr.  FB£EicAir.  Well,  those  are  matters,  as  you  can  see,  that  are  purely  mat- 
ters of  commerical  detail  or  corporate  detail.  There  is  a  limitation.  The 
commission  in  the  first  place  puts  a  Umitati<m  as  to  what  stock  may  be  issued 
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and  its  preferences  and  priorities.  They  pass  on  that  after  the  board  of  di- 
rectors and  the  stockholders,  as  to  the  nature  of  the  preference  or  the  word- 
ing of  the  preference  or  the  limitation.  Of  course,  you  could  hardly  lix  tluit  in 
the  charter. 

Mr.  HUDDLESTON.  I  Understand,  but  now  there  is  another  point.  This  takes 
the  lid  off,  it  seems  to  me,  as  to  the  amount  of  cai^talisation  which  the  com- 
pany may  have  in  common  stock. 

Mr.  Fbkemax.  Yes,  sir;  because  the  commission  regulates  this. 

Mr.  HUDDLESTON.  The  commission  regulates  it  in  requiring  value. 

Mr,  Freeman.  Yes,  sir;  as  to  the  stock. 

Mr.  HUDDLESTON.  But  you  could  increase  your  common  stock  to  any  extent 
you  might  desire. 

The  Chairman.  No  ;  subject  to  the  control  of  the  commission. 

Mr*  HUDDLESTON.  Well,  I  do  not  know  about  subject  to  the  control  of  the 
commission. 

Mr.  Fbekman.  It  is  absolut^y  subject  to  the  control  of  Uie  commission* 

Mr.  HuDDi£8T0N.  That  is  a  question  of  law. 
The  Chairman.  How  can  they  do  it  oth^wise? 

Mr.  HuDDLESTON.  Here  is  an  authorization,  a  direct  authorizatUm  not  subject 

to  the  control  of  the  Interstate  Commerce  Commission. 

Mr.  Freeman.  It  is  section  5.   They  worded  that  themselves. 

The  Chairman.  That  throws  it  absolutely  under  the  control  of  the  com- 
mission. 

Mr.  Grahah.  It  says  "that  all  power  and  authority  granted  by  this  act" 
shall  be  subject  to  tlie  provisions  of  the  Intestate  commerce  act. 
Mr.  HUDDLESTON.  I  860  it.   The  next  section  serous  to  raaeb  tibat  p^t 

Mr.  Freeman.  They  worded  that  themselves.   That  is  their  own  language, 
Mr.  Graham.  The  report  from  the  Interstate  Commerce  Commission  which 
the  chairman  has  here  contains  that  exact  language.    That  is  what  they  suggest 

The  Chairman.  Is  there  anything  else,  Mr.  Hiuldleston? 

Mr.  HUDDLESTON.  Just  oiic  tiling  more.  Thei'e  is  no  reservation  in  this 
statute  of  any  right  to  alter,  amend,  or  otlierwise  deal  witli  tliisV 

Mr,  FfisxMAN.  No;  we  just  leave  that  open.  If  we  have  to,  we  would  come 
back  to  Congress  for  another  am^dment. 

Mr.  HUDDLESTON.  Do  you  think  it  is  good  policy  for  Congress  to  grant  per- 
petual charters  beyond  its  control? 

Mr.  Freeman.  Well,  a  railroad  charter  now  is  not  beyond  the  control  of 
Congress,  because  through  various  hoards  and  bureaus  of  the  Govemm^  you 
regulate  and  control  it  in  every  way. 

Mr.  HuDDLESTON,  WcU,  the  vested  interest  that  goes  with  the  cliarter  carries 
no  such  provision. 

Mr.  Freeman.  Of  course,  if  it  is  not  beyond  the  reach  of  Congress  we  would 
have  to  come  to  Congress  to  get  an  amendment  hereafter.  If  we  desired  any 
matter  not  already  covered  by  amendm^t,  we  would  have  to  come  to  Congress. 

Mr.  HUDDLESTON.  In  all  the  statutes  that  we  are  pasedng  now  of  this  nature, 

those  reservations  are  carried,  so  far  as  I  know. 

Mr.  Rayburn.  Mr.  Huddleston,  since  the  present  Congress  changed  the  bank- 
ing law  and  gives  banks  the  right  to  have  a  perpetual  charter? 

Mr.  Huddleston.  I  do  know  of  something  of  that  kind  done  that  I  very 
strenuously  opposed,  but  even  in  passinc:  the  bridqre  hills  and  all  other  laws  we 
reserve  that  right,  and  I  am  wondering  whether  we  should  not  do  the  same 
thing  here. 

Mr.  Raybubn.  Have  we  been  putting  that  provi^on  into  anything  esc^t 
bridge  bills?  I  do  not  remember  it  If  we  do.  That  is  a  general  form  made  up 
title  committee  for  bridge  bills,  and  that  is  the  ri^t  to  alter,  amend,  or 
r^>eal  expressly  reserved  in  all  bridge  bills,  but  in  other  general  l^slation  I 
do  not  thing  it  is  done.  It  is  always  presumed  that  Congress  has  the  power 
anyhow. 

Mr.  Huddleston.  Congress  so  largely  exercises  the  power  of  granting  vested 
rights  that  it  is  pretty  hard  to  say.  Now,  such  a  thing  as  our  dam  act,  of 
course,  has  a  recapture  clause.  Here  we  are  letting  a  bird  loose  that  we 
never  can  catch  any  more. 

Mr.  Ravbton.  Why  do  you  say  that? 

Mr.  HUDDUESTON.  It  is  true  tliat  we  did  that  in  1871  whra  we  chartered  this 
railroad  company,  but  my  feeling  about  it  is  that  we  ought  to  be  very  ireful 
about  dtidng  tibat  There  are  practically  no  modem  corporation  laws  In  ibe 
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States  that  have  (•(»rporatian  laws  that  charts  coiporations  in  pexpetuity, with- 
out tlie  power  to  repeal. 

Mr,  Raykukx.  Isirt  it  always  presumed  that  you  have  that  power  anyhow? 

Mr.  HuDULKsToN.  Just  the  other  day  we  had  tliat  question  in  regard  to  a 
college  case. 

Mr.  Raybttbn,  Couldn't  Ckmgress  repeal  the  charter  of  this  railroad  now  if 
it  wanted  to? 
Mr.  HxnwLfiSTON.  No;  it  could  not 

Mr.  Freeman.  It  could  if  it  failed  to  perform  its  foaetions— if  the  railroad 

failed  to  perform  its  functions, 

Mr.  HuDDLESTON.  Thut  is  forfeiture,  not  repeal.  It  is  forfeiture  by  a  pro- 
ceediuii:  in  court.  Of  course.  Congress  could  declare  forfeiture,  but  that  would 
not  make  forfeiture  if  it  had  not  occurred.  That  is  a  judicial  question.  You 
can  not  take  away  a  franchise  that  has  been  granted  to  these  people  by  act  of 
Congress.  That  is  vested  in  them  forever,  and  any  extensions  we  may  grant  to 
them  will  be  granted  without  reservation,  vested  forever. 

The  Chaibman.  Are  there  any  other  questions  to  ask  ttie  witness?  If  not, 
the  dbatrman  would  like  to  ask  Mr.  Freeman  if  he  will  kindly  look  at  the 
bill  on  page  4,  the  last  bill  we  are  considering,  page  4,  line  8,  and  see  if  you 
think  th(^  comma  after  the  word  **  directors  "  should  be  stricken  out 

:\Ir.  HuDDLESTox  (rending).  Wy  resolution  of  its  board  of  directors,  duly 
adopted  at  a  meeting  thereof.  Iicld  in  accordance  with  its  by-laws."  No;  that 
is  all  right.  I  tliink  that  is  correct.  But  I  would  like  to' have,  in  Drder  to 
check  that,  the  statement  of  the  Interstate  Commerce  Conmiission. 

The  Chaibman*  Well,  that  is  contrary  to  the  suggestion  of  the  Interstate 
Ck>mmerce  Commission.  Mr.  Sumners  evidently  got  his  manuscript  wrong. 

Mr.  FsKKicAN.  We  do  not  care  whether  the  comma  is  in -there  or  not 

The  Chaikmak.  Now,  then,  coming  to  line  16  and  following,  the  Interstate 
Commerce  Commission  w^ould  omit  tw  o  commas  in  that  line.   That  is  on  page  4. 

Mr.  FRKE:vrAN  (reading),  **And  preferences  and  be  subject  to  such  limitattOilS 
and  restrictinns/'   The  commas  are  out.   They  are  not  in  the  last  act. 

Tlio  Chairman.  I  am  wrong  about  that;  they  should  be  in  rather  than  out. 
Is  that  correct? 

Mr.  Freeman.  Yes,  sir. 

The  Chaibkak.  Now,  then,  on  page  5,  line  3,  the  last  word  has  beMi  printed 
"practicable."  The  suggestl(m  of  the  Interstate  Commerce  Commissicm  is 
"applicable." 

Mr.  Tmesmjos.  Yes;  ''so  far  as  ai^Ucable**'  The  werd  " pnettcable **  is 
wrong. 

The  Chairman.  ^Applicable  "  would  meet  your  idea,  would  it  not? 

Mr.  Freeman.  Yes. 

Mr.  Graham.  Why  have  it  at  all,  Mr.  Chairman? 
The  Chairman.  Well,  that  is  another  question. 

Mr.  Graham.  Why  not  make  them  just  subject  to  the  orders  of  the  Inter- 
state Obmmerce  Commission? 

The  Chaibkan.  The  Interstate  C<»nmerce  Commisirion  advocated  the  express 
sion  "  so  far  as  applicable." 

^\v.  Freeman,  "Applicable  "  is  the  word  and  it  is  in  the  redraft  that  I  had 
made.    In  the  Senate  bill  the  word  "  applicable  '*  is  in  there. 

]\rr.  Graham.  Then,  there  w^ould  be  a  question  arising  all  the  time  as  to 
whether  it  was  applicable  or  not. 

The  CiiAiR^rAN.  Well,  I  suppose  that  is  the  reason  why  they  left  in,  so  they 
would  have  that  question  to  decide. 

Mr.  Graham.  Do  you,  Judge,  know  any  place  where  the  ordinary  law  giving 
powers  to  the  Interstate  Commerce  CommiE»i<m  would  not  be  applicable  to  your 
roads? 

Mr.  Freeman.  No,  sir;  we  do  not  know  of  any ;  but  they  worded  that  S6eti<m 
themselves.   That  is  their  Inncruage  entirely.   We  did  not  originate  that» 

Mr.  Graham.  I  know  they  did. 

Mr.  Raybfrn.  I  suppose  they  did  that  out  of  an  abundance  of  precaution, 
considerinj?  that  this  was  a  railroad  federally  chartered  and  was  not  on  all  fours 
with  all  others,  in  all  probability,  and  they  might  put  that  in  there  as  a  blanket 
protection, 

Mr.  Gbaham.  I  think  that  perhaps  that  is  true;  but,  really,  Mr.  Baybum,  that 
is  going  to  eause  us  trouble  on  the  floor--4t  is  apt  to—t^ 
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may  say,    Now  here  Is  a  special  railroad  with  special  powers,  and  the  rules  of 

Commerce  Commission  are  not  entirely  applicable  t»  it" 
Mr.  Freeman.  We  do  not  object  to  striking  it  out 
Mr.  Geaham.  I  believe  your  bill  would  be  better  if  that  were  out 
Mr.  m  Gkbsdorff.  We  spoke  to  Mr.  Esch  about  that 

The  Chaibmah.  Mr.  Esch  has  already  indicated  in  favor  of  having  it  here 
^^rn^tS?  !??L^«*S  ^^i^  toMne  7,  after  the  word  -  issuance,"  tlie  words 
wfii  ^  ^  suggested  as  bc^ag  desirable  in  there,  so  that  it 

will  read    or  any  issuance  from  time  to  time "  .      ^  *t 

Mr.  Freeman.  Did  the  Interstate  Commerce  Commission  reoommend  that? 

The  Chairman.  That  was  in  your  original  bill. 

Mr.  Freeman.  Yes;  and  the  commission  cut  that  out  tbemsdveSL 

The  Chairman.  And  you  offer  no  objection  to  that? 

Mr.  Fbekman.  No  ;  not  at  all. 

Hawes.  Judge  Freeman,  referring  again  to  section  7,  this  is  simply  an- 
other atten^t  to  put  your  road  on  a  parity  with  other  roads? 
Mr.  Fbebmak.  Absolutdiy. 

Mr.  Hawes.  Witt  equal  rights  and  pfivihaees^  and  not  increase  your  rights 

and  privileges? 

Mr.  Freeman.  That  is  true. 

Mr.  Hawes.  In  other  words,  it  simply  brings  this  down  so  that  you  will  be 
treated  equally  m  State  courts  and  Federal  courts  with  other  roads  doine  busi* 
ness  in  Louisiana  and  Texas? 

Mr«  Firman.  Yes,  sir. 

Mr.  Hawss.  It  has  no  oth«  object  and  will  accomplish  no  other  object? 
Mr.  FsEBMAii.  That  is  the  only  purpose. 

Mr.  Baybttbn.  Mr.  Lea  has  made  a  suggestion  to  me  as  to  why  the  Interstate 

Commerce  Commission  uses  the  words  "  aforesaid  act,"  in  section  6.  Sectton 
5  reads  as  follows:  "  That  all  power  and  authority  granted  by  this  act,  or  by 
any  of  the  aforesaid  acts,"  which  brings^ia  sraic^hiag  else  entiMiy,  dm't  you 

see? 

Mr.  Freeman.  That  refers  to  the  old  acts. 
Mr.  Raybubn.  Yes ;  I  know. 

Mr.  Lea.  "Aforesaid  acts  "  brings  in  another  set  of  powers  entirely. 

Mr.  Ratbubn.  It  brings  in  another  set  of  powers  that  probably  we  are  not 
dealing  with,  and  then  they  blanket  all  that  h&  and  say  granted  by  this  act 
or  by  any  of  the  aforesaid  acts,  shall  be  subject  in  its  exereise  to  the  provisions 

of  the  interstate  commerce  act,  or  any  act  amendatory  thereof  or  sqn^ftameiitaal 
thereto  from  time  to  time  in  force  so  far  as  applicable." 

Mr.  Graham.  Here  is  what  I  have  in  mind :  Is  it  not  a  prettv  good  time  now 
to  not  only  give  this  road  the  full  benefit  of  the  rights  that  other  roads  have, 
which  I  think  they  ought  to  have,  and  at  the  same  time  make  them  subject  to 
the  same  laws  exactly,  and  what  harm  can.  be  done  by  saying  that  in  all  these 
acts  they  are  subject  to  the  provisi<ms  of  the  interstate  commerce  act? 

Mr.  Raybubn.  I  do  not  know  wh^her  we  are  saying  that  or  not  I  do  not 
know  whether — **cw  by  any  of  the  aforesaid  acts  "~I  do  not  know  whether  in 
talking  about  some  of  the  aforesaid  acts  the  Interstate  Commerce  Commission 
might  not  have  power  with  reference  to  some  things  that  are  in  this  railroad's 
charter  or  amendments  thereto.  I  do  not  know.  So  far  as  I  am  CMConiedi  it 
could  go  out. 

Mr.  Graham.  I  think  it  was  an  excess  of  caution  on  their  part.  Of  course,  I 
have  no  reason  to  know  exactly  what  they  thought  aboht  it,  but  they  may 
have  omcluded  that  some  place  in  some  of  these  acts  there  were  some  special 
powers  or  provislcms  that  were  inconsistent  with'  the  general  act,  and  they 
put  this  In  in  ordr  to  guard  against  anything  ol!  that  Und.  But  from  Heading 
the  two  acts  that  have  been  submitted  here,  and  firraa  what  tbA  Judge  says,  I 
can  not  see  any  trouble  about  eliminating  it. 

Mr.  Freeman.  There  are  some  detailed  provisions  in  the  old  act.  For  in- 
stance, we  file  our  mortgages  and  proceedings  with  the  Department  of  the  In- 
terior and  things  of  that  kind — details  that  we  deal  with  the  department. 

The  Chairman.  Would  it  be  the  part  of  safety  to  follow  the  commission? 

Mr.  Gbahak.  If  the  proponents  of  the  bill  want  it  that  way  I  have  no  objec- 
ticm,  but  I  can  see  wh^  there  might  be  trouble. 

Mr.  HimmjestON.  I  want  to  ask  why  that  fidiould  be  continued.  Why  should 
the  Department  of  the  Interior  have  anything  more  to  do  vrith  this  railroad 
than  it  has  to  d^  wiliiaajr  otiier  railioad'! 
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Mr.  Fbskman.  That  is  a  matter  of  filing  our  mortgage  so  as  to  make  it  a 
public  record.  One  of  ttie  reaaons  ttiey  put  that  in  there  originally— I  can  see 
well  enough  it  should  have  g<me  there  originally.  The  Department  of  the  In- 
terior presupposed  that  we  might  get  into  CSalifomia  and  get  some  land-grant 
rights,  don't  you  understand,  and  they  wanted  to  kind  of  keep  a  check  and  keep 
control  over  our  land  grants.  There  is  no  reason  now  why  we  should  do  it. 
but  we  do  It  as  a  matter  of  fact,  as  weU  as  to  record  our  mortgages,  but  we 
follow  the  ruling  of  the  department. 

Mr.  HuDDLEsiw.  I  see  no  reason,  Mr.  Chairman,  why  that  should  be  in, 
that  practice  of  this  one  road  of  all  tlie  roads  in  the  United  States  tiling  certain 
papers  with  the  D^rtment  of  the  Interior.  It  is  useless  machinery  and  of  no 
real  utility,  so  fer  as  I  can  see. 

Mr.  Fbeeman.  We  file  them  there  because  our  charter  says  we  should. 

The  charter  carried  it  because  at  that  time  there  was  no  Interstate  CJom- 
merce  Commission  and  no  supervision  over  these  matters;  but  we  do  not  con- 
tine  it  to  that  point ;  we  do  file  in  every  State  just  as  well  as  if  we  were  any 
other  road.  We  take  no  chances  on  not  filing  them  in  every  State  but  we 
always  file  it  with  the  Department  of  the  Interior.  * 

THe  Chaibmaj^.  Are  there  any  further  questions  to  be  brought?  If  not, 
gentlemen,  what  Is  your  pleasure  with  reference  to  further  consideration  of 
the  bill? 

Mr.  DE  GSRSDOBFF.  Mi^t  I  Interrupt  to  say  one  word  in  r^rd  to  tiiis  ques- 
tion of  recording  papers  with  the  Department  of  the  Interior?  That  was 
I  think,  intended  in  the  original  charter  and  is  intended  in  this  act  merely 
to  provide  a  method  of  perpetuating  in  n  public  record  the  corporate  pro- 
ceedings, either  for  the  execution  of  a  mortga^re  of  for  the  increase  of  capital 
stock.  In  the  case  of  a  corporation  organized  under  State  law,  the  practice 
is  almost  universal  to  require  those  papers  to  be  filed  in  the  office  of  the 
secretary  of  that  State  where  the  corporation  is  organized. 

Now  we  have  got  to  Imve  some  subfirtitute  for  that,  so  that  we  may  point 
to  a  public  record  of  what  has  been  done  to  create  our  capital  stock,  our 
mortgage  bonds,  other  than  the  mere  copies  of  the  resolutions  of  the  board  of 
directors  and  stockholders,  which  may  at  any  time  be  lost  We  want  to  make 
a  public  record  of  it.  That  is  the  only  reason  for  that  provision,  and  was, 
I  think,  the  only  provision  in  the  original  charter.  If  the  Department  of  tho 
Interior  has  not  an  appropriate  place,  make  it  anywhere  else,  as  long  as  it 
is  made  a  public  record. 

Mr.  Ratbubn.  Might  I  suggest,  Mr.  Chairman,  that  it  would  be  a  good 
thing  for  Mr.  Freeman  to  flle  with  his  rmarks  a  copy  of  the  charter  and 
am^odmirats  thereto.  I  think  It  would  be  enlightening  to  those  who  may 
want  to  fcrtlow  the  hearings. 

The  Chairman.  Without  objection  Mr.  Freeman  will  kindly  hand  tiio^'fo 
to  the  clerk  of  the  committee  at  an  early  date. 

(The  papers  referred  to  follow :) 

CHABTER  OF  THE  TEXAS  AISD  PACIFIC  RAILWAY  COMPANY. 

jkW  ACT  Ta  Incofporate  the  Texas  Pacific  Railroad  Company,  and  to  aid  in  the  amstrue* 

tio^  of  its  road,  and  for  other  pnrposea. 

Be  it  enaeted  by  the  Senate  and  House  of  Represe^itatives  of  the  United 
States  of  America  in  Congress  assembled,  That  John  C.  Fremont,  James  L. 
Alcorn,  G  M.  Dodge,  O.  C.  French,  John  D.  Caldwell,  J.  J.  Noah,  A.  G.  Osibome, 
Timothy  Hurley.  C.  C.  Pool,  Silas  N.  Martin,  John  M.  Corse,  Geoi^  B.  Went- 
worth,  Philip  H.  Mor^^an.  J.  D.  Cameron,  Marshall  O.  Roberts,  James  L.  Hodges, 
John  Ray,  W.  Vennilye,  Enoch  L.  Fancher,  Charles  F.  Livermore,  Joseph  H. 
Ojrlesby,  John  Whytock,  Daniel  Drew,  F.  S.  Davis,  W.  Oi-ton.  A.  C.  Babcock, 
Thomas  A.  Scott,  Samuel  D.  Hoffman.  H.  Ramsdale.  William  H.  Jackson,  R.  C. 
Parsons.  Delos  W.  Emmons,  M.  A.  Southworth,  John  H.  Hall,  O.  C.  Kinzey,  AV.  P 
Clark,  James  Dart,  H.  Jacobs,  L,  T.  Smith,  W.  P.  Dole,  C.  A.  Weed.  A.  P.  K.  Saf- 
ford,  H.  McCullough,  Charles  Jackson,  Elisha  Dyer,  Alfred  Anthony,  James  Hov, 
W.  M.  Benjamin,  H,  D.  Cooke,  Joseph  R.  West,  W,  S.  Hnntington.  J.  M.  Tebbets, 
0.  O.  Leondrldge,  D.  D.  Porter,  M.  Woodhnll,  Hiram  Price,  M.  C.  Hnnter,  W.  T. 
Walters,  J,  B.  Brownlow,  T.  A.  Morris,  Owen  Tnlter,  J.  H.  Ledlie,  R.  M. 
Bishop,  Samuel  Crai2:hea(l,  D.  K  Stanton,  An^stus  H.  Whiting,  G.  L.  Johnson, 
J.  W.  Goodland.  Powell  Clayton.  Samuel  Tate,  W.  Bolton,  H.  Robinson,  George 
Maney,  O.  H.  Bynum,  Burns,  J.  C.  Goodloe,  E.  G.  Barney,  Cvrns  Busey, 
J.  W.  Forney,  J.  Lockwood,  E.  M.  Davis,  N,  Button,  W.  Flanegan,  G.  O'Brien, 
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G,  P.  Buel.  G.  H.  Gidding.  J.  J.  Newell,  E.  W.  Rice,  R.  M.  Shoemaker,  Samuel 
Sloan,  S.  AV.  Morton,  J.  B.  Bowman,  L.  M.  Flournoy.  J  J.  Hinds.  G.  R.  Weeks, 
J.  T.  Ludling.  B.  C.  Gilbert,  B.  D.  Williams.  Thomas  Olcott,  G.  A,  Fosdic-k, 
Harry  Hays,  P.  S.  Forbes,  John  T.  Sprague,  L.  R.  Marsh,  A.  W.  Beckwith, 
J.  C.  Stanton,  Cyrus  H.  Baldwin,  A.  J.  Hamilton,  Rush  R.  Sloan,  Silas  C. 
Colgrove,  Samuel  D.  Jones,  N.  H.  Decker,  WiUiam  N.  Leet,  B.  F.  Allen,  J.  B. 
Chaves.  Augustus  Kountze,  John  N.  Goodwin,  WiUiam  S-  Boaecrana,  Michael 
Hahn,  H.  C.  AVarmouth,  J.  S.  Williams,  6.  M.  fencer,  L.  J.  H^ie^  W.  O. 
Kimball,  and  all  such  persons  as  shall  or  may  be  associated  with  ihmk,  and 
their  successors,  are  hereby  created  a  body  politic  and  corporate  in  ftict  and  In 
law,  by  the  name,  style,  and  title  of  the  Texas  Pacific  Railroad  Company,  and 
by  that  name  shall  have  perpetual  succession,  and  shall  be  able  to  sue  and  be 
sued,  plead  and  be  impleaded,  defend  and  be  defended,  in  all  courts  of  law  and 
equity  within  the  United  States,  and  may  make  and  use  a  common  seal ;  and 
the  said  corporation  is  hereby  authorized  and  empowered  to  lay  out,  locate, 
construct,  furnish,  maintain,  and  ^joy  a  continuous  railroad  and  telegraph 
line,  with  the  appurtenances,  from  a  point  at  or  near  Mareball,  county  of 
Harrison,  State  of  Texas;  thence  by  the  most  direct  and  eligible  route,  to  be 
(ietcrniined  by  said  company,  near  the  thirty-second  parallel  of  north  latitude, 
to  a  point  at  or  near  Bl  Paso:  thence  by  the  most  direct  and  eligible  route,  to 
))e  selected  hy  said  company,  throuijh  New  Mexico  and  Arizona,  to  a  point  on 
the  Rio  Colorado,  at  or  near  the  southeastern  boundary  of  the  State  of  Cali- 
fornia; thence  by  the  most  direct  and  elii^ible  route  to  San  Die^o,  California,  to 
ship's  channel,  tn  the  bay  of  San  Diego,  in  the  State  of  California,  pursuing  in 
the  location  thereof,  as  near  as  may  be,  the  thirty-second  parallel  of  north 
latitude,  and  is  hereby  vested  with  all  the  powers,  privileges,  and  immnnities 
necessary  to  carry  into  effect  the  purposes  of  this  act- 

Skc.  2.  That  the  persons  named  in  the  first  section  of  this  act  shall  constitute 
a  board  of  commissioners  (twenty  of  whom  shall  constitute  a  quorum  for  the 
transaction  of  business),  to  be  known  as  the  Texas  Pacific  Railroad  Commis- 
sioners, who  shall  meet  in  the  city  of  New  York  within  ninety  days  after  the 
passage  of  this  act,  at  a  time  to  be  desijjnated  in  a  notice  to  be  sfjoied  bv  the 
person  first  named  in  the  list  of  corporators  and  six  of  his  associates,  and  to 
be  published  for  two  weeks  in  at  least  one  daily  paper  in  New  York,  New 
Orleans,  and  Washington ;  and,  when  so  met,  they  may  cause  books  to  be  opened 
for  the  subscription  of  the  capital  stock  of  said  company,  and  when  twenty 
thousand  shares,  amounting  to  two  mUlions  of  dollars,  ^all  have  been  sub- 
scribed, and  ten  per  centum  actually  paid  thereon,  in  money,  to  the  treasurer  to 
be  elected  by  said  commissioners,  who  shall  .srive  bond  for  its  safe  keeping  and 
payment  to  the  treasurer  of  tlie  company  when  orjjanized.  then  it  shall  be  law- 
ful for  such  subscribers  or  stockholders,  or  a  majority  thereof,  to  organize  said 
company  in  accordance  with  the  provisions  of  this  act,  and  to  elect  not  less 
than  seven  nor  more  than  seventeen  directors,  a  majority  of  whom  shall  be 
necessary  to  the  transaction  of  business,  and  who  shall  hold  their  offices  for  one 
year,  and  until  their  successors  shall  be  rfected  and  qualified ;  and  the  said 
directors  shall  immediately  proceed  to  elect  a  president,  vice  preddent,  secre- 
tary, and  treasurer ;  the  president  and  vice  president  shall  be  directors.  At  all 
elections  for  directors  each  share  of  stock  shall  be  entitled  to  one  vote,  which 
may  be  ^ixen  by  the  holders  in  person,  or  by  proxy,  who  shall  also  be  a  share- 
holder. The  directors  shall  hold  their  offices  for  any  term  not  exceedinjr  three 
years,  as  may  be  provided  in  the  by-laws;  and  the  annual  meeting  of  stock- 
holders  shall  take  place  as  provided  for  in  said  by-laws. 

Sec.  3.  That  the  capital  stock  of  the  Texas  Pacific  Railroad  Companv  shall 
be  fixed  by  the  board  of  directors,  at  a  sum  not  exceeding  fifty  millions  of  dol- 
lars, in  shares  of  one  hundred  dollars ;  and  when  the  amount  is  so  fixed  it  shall 
never  be  increased  except  by  consent  of  Ckmgress.  Assessments  upon  said  stock 
shall  only  be  made  by  a  majority  vote  of  the  whole  number  of  directors  at  a 
leprnlar  meeting,  which  said  assessments  shall  be  paid  at  the  expiration  of 
thirty  days  after  a  notice  given  in  one  newspaper  in  each  of  the  dties  of 
Washington.  Philadelphia,  New  York,  and  New  Orleans. 

Sec.  4.  That  the  said  Texas  Pacific  Railroad  Company  shall  have  power  and 
lawful  authority  to  purchase  the  stock,  land  grants,  franchises,  and  appur- 
tenances of  and  consolidate  on  such  terms  as  may  be  agreed  upon  between  the 
parties  with  any  railroad  company  or  companies  heretofore  chartered  by  con- 
gressional. State,  or  Territorial  authority,  on  the  route  prescribed  In  the  first 
section  of  this  act;  but  no  such  c(m8oUdati<m  sAiall  be  with  any  competing 
through  line  of  railroads  to  tite  FadOBe  Ooei^ 
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Sec.  5.  That  the  said  company  shall  have  power  and  authoiitv  to  make  run- 
ning arrangem^ts  with  any  xaibroad  company  or  companies  heretofore  char- 
tOTed  or  that  may  hereafter  he  chartered  by  congressional,  State,  or  Territorial 
authority ;  also  to  purchase  lands,  or  accept  donations,  or  grant  of  lands,  or 
other  proi)erty  from  States  or  individuals  for  me  purpose  of  aiding  in  carryinff 
out  the  object  of  this  company, 

Sec,  6.  That  the  rights,  lands,  land  j?rants,  franchises,  privileges  and  appur- 
tenances, and  property  of  every  description  belonging  to  each  of  the  consolidated 
or  purchased  railroad  company  or  companies,  as  herein  provided,  shall  vest  in 
andhMoni^^  the  property  of  the  Texas  Pacific  Railroad  Companv: 

rramaea.  That  In  all  contracts  made  and  entered  into  by  said  company  with 
^       3^  railroad  company  or  companies  to  perfect  such  aforesaid 

eonsolidatlon  or  purchase,  the  indebtedness  or  other  legal  obligation  of  such 
company  or  companies  shall  be  assumed  by  the  said  Tesias  Pacific  Railroad  Com- 
pany as  may  be  agreed  upon,  and  no  such  consolidation  or  purchase  shall  impair 
any  lien  which  may  exist  on  any  of  the  railroads  so  consolidated  or  purchased ; 
but  said  company  shall  not  assume  the  debts  or  obligations  of  any  company 
With  which  it  may  consolidate  or  purchase  as  aforesaid  to  an  amount  greater 
than  the  cash  value  of  the  assets  received  from  the  same. 

Sbc.  7.  That  the  said  Texas  Pacific  Railroad  Companv  shall  have  power  to 
make  and  eatoKe  rules  and  by-laws  for  the  election  of  its  officers  and  the  gov- 
ernment and  management  of  the  business  of  the  company,  and  to  do  and  per- 
form all  needful  and  proper  things  to  be  done  and  peiformed  to  promote  the 
objects  of  the  company  hereby  incorporated  not  inccmitfstoEit  with  flie  laws  of 
the  United  States  and  the  provisions  of  this  charter. 

Sec.  8.  That  the  right  of  way  through  the  public  lanVls  be,  and  the  same  is 
hereby,  granted  to  the  said  company  for  the  construction  of  the  said  railroad 
and  telegraph  line,  and  the  right,  power,  and  authority  is  herebv  given  to  said 
company  to  take  from  the  public  lands  adjacent  to  the  line  of  said  road,  earth, 
Stone,  timber,  and  other  materials  for  the  construction  thereof.  Said  right  of 
way  is  granted  to  sail  company  to  the  exteit  of  two  hundred  feet  in  width  on 
each  side  of  said  railroad  where  it  may  pass  over  the  public  lands;  and  there  is 
also  hereby  granted  to  said  company  grounds  for  stations,  buildings,  workshoiNi^ 
wharves,  switches,  sidetracks,  turntables,  water  stations,  and  such  other  struc- 
tures as  may  be  necessary  for  said  railroad,  not  exceeding  forty  acres  of  land 
at  any  one  point. 

Sec.  9.  That  for  the  purpose  of  aiding  in  the  construction  of  the  railroad  and 
telegraph  line  herein  provided  for,  there  is  hereby  granted  to  the  said  Texas 
Pacific  Railroad  Company,  its  successors  and  assigns,  every  alternate  section 
of  public  land,  not  mineral,  designated  by  odd  numbers,  to  the  amount  of  twenty 
alternate  sections  per  mile  on  each  side  of  said  railroad  line^  as  such  line  may 
be  adopted  by  said  company,  throuia^  tlie  T^ritories  of  the  United  States,  and 
ten  alternate  sections  of  land  per  mile  on  eacU  side  of  said  railroad  in  Gali^ 
fornia,  where  the  same  shall  not  have  been  sold,  reserved,  or  otherwise  disposed 
of  by  the  Ignited  States,  and  to  which  a  preemption  or  homestead  claim  may  not 
have  attached  at  the  time  the  line  of  said  road  is  definitely  fixed.  In  case  any 
of  said  lands  shall  have  been  sold,  reserved,  occupied,  or  preempted,  or  other- 
wise disposed  of,  other  lands  shall  be  selected  in  lieu  thereof  by  said  company, 
under  the  direction  of  the  Secretary  of  the  Interior,  in  alternate  sections  and 
designated  by  odd  numbers,  not  more  than  ten  miles  beyond  the  limits  of  said 
alternate  seetiims  first  above  named,  and  not  including  the  reswved  numbera 
If,  in  the  too  near  approach  of  the  said  railroad  line  to  the  boundary  of  Mexico, 
the  number  of  sections  of  land  to  which  the  company  is  entitled  can  not  be 
selected  immediately  on  the  line  of  said  railroad,  or  in  lieu  of  mineral  lands 
excluded  from  this  grant,  a  like  quantity  of  unoccupied  and  unappropriate^l 
agricultural  lands  in  odd-numbered  sections  nearest  the  line  of  said  railroad 
may  be  selected  as  above  provided ;  and  the  word  "  mineral  "  whei'e  it  occurs  in 
this  act  shall  not  be  held  to  include  iron  or  coal:  Provided,  however,  That  no 
public  lands  are  hereby  granted  within  the  State  of  California  further  than 
tw«ity  miles  on  each  side  of  said  road  except  to  make  up  deficiencies  as  afore* 
said,  and  then  not  to  exceed  twenty  miles  from  the  lands  originally  granted. 
The  term  "  ship's  canal "  as  used  in  this  bill  shall  not  be  construed  as  conveying 
any  greater  right  to  said  company  to  the  water  front  of  San  Diego  Bay  than  it 
may  acquire  by  gift,  grant,  purchase,  or  otherwise,  excerpt  the  right  of  way  as 
herein  granted:  And  provided  further.  That  all  such  lands  so  granted  by  this 
section  to  said  company  which  shall  not  be  sold  or  otherwise  disposed  of  as 
provided  in  this  act  within  three  years  after  the  completion  of  the  entire  road, 
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shall  be  subject  to  settlement  and  preemption  like  other  lands,  at  a  price  to  be 
fixed  by  and  paid  to  said  company,  not  exceeding  an  average  of  two  dollars  and 

fifty  cents  per  acre  for  all  the  lands  herein  granted. 

Sec.  10.  That  when  the  route  of  said  railroad  and  telegraph  lines  shall  pass 
through  the  lands  of  private  persons,  or  where  it  may  be  necessary  for  said 
railroad  company  to  take  any  lands  belonging  to  private  persons  for  any  of  the 
purposes  herein  mentioned,  necessary  to  said  road,  such  right  of  way  through, 
or  title  to  such  lands,  shall  be  secured  in  accordance  with  the  laws  of  the 
State  or  Territory  in  which  tiiey  may  be  situated. 

Sec.  11.  That  the  Texas  Padfic  Railroad  Ck»mpany  shall  have  power  and 
authority  4o  issue  two  kinds  of  bonds,  secured  by  mortgage,  namdy:  First, 

i»  construction  bonds;  second,  land  bonds.   Construction  bonds  shall  be  secured 

by  mortgage,  first  on  all  or  any  portion  of  the  franchises,  roadbed,  or  track  of 
said  railroad,  and  all  the  appurtenances  thereto  belonging  when  constructed  or 
In  the  course  of  construction,  from  a  point  at  or  near  Marsluill.  to  ship's 

P  channel,  in  the  bay  of  San  Diego,  in  the  State  of  California,  as  aforesaid.  Land 

bonds  shall  be  secured  by  mortgage,  first,  on  all  or  any  portion  of  the  hinds 
hereby  granted  in  aid  of  the  construction  of  said  railroad  as  is  provided  for 
in  this  act;  seccmd,  on  lands  acquired  by  any  arrangement  or  purchase  or 
terms  of  consolidation  with  any  railroad  company  or  ccmipanies  <to  wliom 
iprants  of  land  may  have  been  made,  or  may  h^eafter  be  made  by  any  con- 
gressional, State,  or  Territorial  authority,  or  who  may  have  purchased  the  same 
previous  to  any  such  arrangement  or  consolidation:  Provided,  That  all  the 
mortgages  made  and  executed  by  said  railroad  company  shall  be  filed  and 
recorded  in  the  Department  of  the  Interior,  which  shall  be  sufficient  evidence 
of  their  legal  execution,  and  shall  confer  all  the  rights  and  property  of  said 
company  as  therein  expressed:  And  provided  aUo,  That  the  proceeds  of  the 
sales  of  the  aforesaid  construction  and  land  bonds  shall  be  applied  only  in  the 
construction,  operation,  and  equipment  the  contemplated  railroad  line :  And 
provided  further^  That  said  mortgi^  shall  in  no  wise  impair  or  aflSeet  any  lien 
existing  on  the  property  of  fi»M  company  or  conqpaniee  at  or  befMe  the  time 
of  such  consolidation. 

Sec.  12.  That  whenever  the  said  company  shall  complete  the  first  and  each 
succeeding  section  of  twenty  consecutive  miles  of  said  railroad,  and  put  it  in 
running  order  as  a  first-class  road  in  all  its  appointments,  it  shall  be  the  duty 
of  the  Secretary  of  the  Interior  to  cause  patents  to  be  issued  conveying  to  said 
company  the  number  o*  sections  of  land  opposite  to  and  coterminous  with  siiid 
c<mipleted  road  to  whidbi  it  shall  be  entitied  for  each  section  so  completed. 
Said  company,  within  two  years  after  the  passage  of  this  act,  shall  designate 
the  graeral  route  of  its  said  road  as  near  as  may  be,  mvd  shall  file  a  map  of 
the  same  in  the  Department  of  the  Interior;  and  when  the  map  is  so  filed,  the 
Secretary  of  the  Interior,  immetliately  thereafter,  shall  cause  the  lands  within 
forty  miles  on  each  side  of  said  designated  route  within  the  Territories,  and 
twenty  miles  within  the  State  of  California,  to  be  withdrawn  from  preemption, 
private  entry,  and  sale:  Provided,  however,  That  the  provisions  of  the  act  of 

t  September,  eighteen  hundred  and  forty-one,  granting  preemption  rights,  and 

the  acts  amendatory  thereof  and  of  the  acts  entitled  'An  act  to  secure  home- 
steads to  actual  skiers  on  the  public  domain,"  approved  May  twenty,  eighteen 
hundred  and  sixty-two,  and  the  amendments  ther^,  shall  be  and  tiie  same  are 

^  hereby  extended  to  all  other  lands  of  tftie  United  States  on  the  line  <rf  said  road 

when  surveyed,  except  those  hereby  granted  to  said  company. 

Sec.  13.  That  the  president  of  the  company  shall  annually,  by  the  first  day 
of  July,  make  a  report  and  file  it  with  the' Secretary  of  the  Interior,  which 
report  shall  be  under  oath,  exhibiting  the  financial  situation  of  the  company, 
the  amount  of  money  received  and  expended,  and  the  number  of  miles  of  road 
constructed  eadi  year,  and  further,  the  names  and  residences  of  the  stock- 
holders, of  the  directors,  and  of  all  otiier  officers  of  the  company,  the  amount 
of  stock  subscribed,  and  t&e  amoimt  Itereof  actually  paid  in,  a  description  of 
the  Unes  of  road  surveyed  and  fixed  upon  for  cmstmction,  thfe  amount  received 
from  passengers  and  for  freight,  respectively,  on  the  road,  a  statement  of  ex- 
penses of  said  road  and  its  fixtures,  and  a  true  stat^ent  of  the  indiriMednees 
of  said  company  and  the  various  kinds  thereof. 

Sec.  14.  That  the  certificates  of  the  capital  stock  must  he  signed  by  the  presi- 
dent and  secretary,  and  attested  by  the  seal  of  the  company,  and  shall  contain 
an  extract  from  the  proceedings  of  the  board  of  directors  fixing  the  amount 
th»eof,  as  well  as  from  this  act,  authorizing  such  issue.  All  the  bonds  and 
mortgages  issued  W  the  said  company  must  be  signed  by  the  president  and 
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secretary,  and  attested  by  the  seed  of  said  company,  and  shall  contain  an  ex- 
tract from  the  law  anthoxizing  them  to  be  issued.  The  face  value  of  said  bcmds 
shall  be  one  thousand  dollars  in  gold,  and  shall  be  redeemable  at  smA  times, 

and  to  bear  such  rate  of  interest,  payable  smiannually  in  gold,  as  may  be 
determined  by  the  directors.  The  total  value  of  the  construction  bonds  to  be 
issued  shall  not  exceed  thirty  thousand  dollars  per  mile  of  said  railroad,  and 
the  total  face  value  of  the  land  bands  shall  not  exceed  two  dollars  and  fifty 
cents  per  acre  for  all  lands  mortgaged ;  the  total  amount  of  each  to  be  deter- 
mined by  the  board  of  directors. 

Sbc*  15*  That  all  railroads  constructed,  or  that  may  be  hereafter  constructed, 
to  Intersect  said  Texas  Pacific  Railroad,  shall  have  a  ri^t  to  connect  with  that 
line;  that  no  disciimination  as  regards  charges  for  fireight  or  passengers,  or  in 
any  other  matter,  shall  be  made  by  said  Texas  Pacific  Railroad  Company 
against  any  of  the  said  connecting  roads;  but  that  the  same  charges  per  mile 
as  to  passengers,  and  per  ton  per  mile  as  to  freight,  passing  from  the  said 
Texas  Pacific  Kailrrtad  over  any  of  said  connecting  roads,  or  passing  from  any 
of  said  connecting  i'(»ads  over  any  part  of  said  Texas  Pacific  Railroad,  shall  be 
made  by  said  company  as  they  make  for  freight  and  passt^ngers  over  their  own 
roads :  ProvMed  also.  That  said  connecting  roads  shall  reciprocate  said  right  of 
connection  and  equality  of  charges  with  said  Texas  Paciflb  Railroad :  And  pro- 
vided  further.  That  the  rates  charged  for  carrying  passengers  and  freight  per 
mile  shall  not  exceed  the  prices  which  may  be  fixed  by  (jongress  for  carrying 
passengers  and  freight  on  the  Union  Pacific  and  Central  Pacific  Railroads. 

Sec.  1G.  That  said  road  shall  be  constructed  of  iron  or  steel  rails  manufac- 
tured from  American  ore,  except  sucli  as  may  liave  heretofore  been  contracted 
for  I»y  any  railroad  company  which  may  he  purchased  or  consolidated  with  by 
the  couipany  hereby  incorporated,  as  provided  by  this  act. 

Sec.  17.  That  the  said  Texas  Pacific  liailroad  Compan.x  shall  conmience  the 
construction  of  its  road  simultaneously  at  San  Diego  in  the  State  of  California, 
and  from  a  point  at  or  near  Marsliall,  Texas,  as  hereinbefore  described,  and  so 
prosecute  the  same  as  to  have  at  least  fifty  consecutive  miles  of  railroad  from 
each  of  said  points  complete  and  in  running  order  within  two  years  after  the 
passaire  of  this  act:  and  to  so  continue  to  construct  each  year  thereafter  a 
sutlicienr  number  of  miles  to  secure  the  completion  of  the  whole  line  from  the 
aforesaid  point  on  the  eastern  boundary  of  the  State  of  Texas  to  the  Bay  of 
San  Diego,  in  the  State  of  California,  as  aforesaid,  within  ten  years  after  the 
passage  of  this  act;  and  upon  failure  to  so  complete  it  Congress  may  adopt 
such  measures  as  it  may  deem  necessary  and  proper  to  secure  its  speedy 
completion. 

Sec.  18.  That  the  President  of  the  United  States,  upon  the  completion  of  the 

first  section  of  twenty  miles,  shall  appoint  one  commissioner,  whose  duty  it 
shall  be  to  examine  the  various  sections  of  twenty  miles  as  they  shall  be  com- 
pleted, and  repoi't  thereon  to  him  in  writing;  and  if  from  such  report  he  be 
satisfied  that  said  company  has  fully  completed  each  section  of  its  road,  as  in 
this  act  provided,  he  shall  direct  the  Secretary  of  the  Interior  to  issue  patents 
to  said  company  for  the  hinds  it  is  entitled  to  under  this  act,  as  fast  as  each 
section  of  said  road  is  completed. 

S£G.  19.  That  the  Texas  Pacific  Railroad  Company  shall  be  and  it  is  hereby 
declared  to  be  a  military  and  post  road ;  and  for  the  purpose  of  insuring  the 
carrying  of  mails,  troops,  muniti<ms  of  war,  supplies,  and  stores  of  the  United 
States,  no  act  of  thq  company,  nor  any  law  of  any  State  or  Territory  shall 
impede,  delay,  or  prevent  the  said  company  from  performing:  its  obligations  to  the 
United  States  in  tliat  re.^ard  :  Provided,  That  said  road  shall  be  subject  to  the 
use  of  the  United  States  for  postal,  military,  and  all  other  governmental  serv- 
ices, at  fair  and  reasonable  rates  of  compensation,  not  to  exceed  the  price  paid 
by  private  parties  for  the  same  kiud  of  service,  and  the  Government  shall  at  all 
times  have  the  preference  in  the  use  of  the  same  for  the  purpose  aforesaid* 

SsBic.  20.  That  it  shall  not  be  lawful  for  any  of  the  directors,  either  in  their 
individnal  capacity  or  as  members  of  an  incoxporated  or  joint  stock  company, 
to  make  any  contracts  or  agreements  with  the  said  Texas  Pacific  Railroad 
Company  for  the  construction,  equipment,  or  running  of  its  road,  or  to  have  any 
interest  therein :  and  all  such  contracts  or  agreements  are  hereby  declared  null 
and  void,  and  all  money  or  property  received  under  sucli  contracts  or  agree- 
ments may  be  rec(»vered  back  for  the  benefit  of  the  company  by  any  stockholder. 

Sec,  21.  That  any  railroad  company  whose  route  lies  across  the  route  of  the 
Texas  Pacific  Railroad  may  cross  the  same,  and  for  the  purpose  of  crossing 
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shall  have  the  right  to  require  at  double  minimum  price  all  lauds,  whether  of 
the  Unitefl  States  or  granted  by  this  act.  which  shall  be  needed  f<*r  a  right  of 
way  two  hundred  feet  wide  through  said  hinds,  and  for  'lej^ots.  stati<Mu<.  sld**- 
tracks,  and  other  needful  purposes,  not  exceeding  for  sucli  purposes  forty  acres 

at  any  one  station. 

Sec.  22.  That  the  New  Orleans,  Baton  Rouge,  and  Vicksburg  Railroad  Com- 
pany,  chartered  by  the  State  of  Louisiana,  shall  have  right  to  connect,  by  the 
most  eligible  route  to  be  selected  by  said  company,  with  the  said  Texas  Pacific 
Railroad  at  its  eastern  terminus,  and  shall  Imve  the  right  of  way  through  the 
public  land  to  the  same  extent  granted  hereby  to  the  said  Texas  Pacific  Rail- 
road Company;  and  in  aid  of  its  construction  from  New  Orleans  to  Baton  R(»uge, 
thence  by  the  way  of  Alexandria,  in  said  State,  to  connect  with  the  said  Texas 
Pa^^'ific  Ttailroad  Connjany  at  its  eastern  terminus,  there  is  herel»y  scranted  to 
said  ciunpany,  its  successoi^s.  and  assi^rns  the  same  number  ol*  aU(>i*nate  sections 
of  ]ni!>iic  lands  i>er  mile,  in  tlie  State  of  Louisiana,  as  are  liy  this  act  .granted 
in  The  State  of  California  to  sai<l  Texas  Pacific  Railroad  f  'ompany;  tho  said 
lands  shall  be  withdrawn  from  market,  selected,  and  patents  issued  thert^for,, 
and  opened  for  settlement  and  preemption,  upon  the  same  terms  and  in  the*^ 
same  manner  and  time  as  is  provided  for  and  required  from  said  Texas  Pacific 
Railroad  Company,  within  said  State  of  California :  Provided,  That  said  com- 
pany shall  complete  the  whole  ot  said  road  within  five  years  from  the  passage^ 
of  this  act. 

Stx.  28.  That  for  the  purpose  of  connecting  the  Texas  Pacific  Railroad  with^ 
the  city  of  San  Francisco,  the  Southern  l*aeilic  Kaih-oad  ("onipany  of  California 
is  hereby  authorized  (subject  to  the  laws  <>f  California)  to  construct  a  line 
of  railroad  from  a  point  at  or  near  Tehaehap  Pass,  by  way  of  Los  Anireh^s.  ro 
the  Texas  Pacific  Railroad  at  or  near  the  Colorado  River,  witli  tite  siinu^  rij^ids, 
grants,  and  privileges,  and  subject  to  the  same  limitations,  restrictions,  and 
conditions  as  were  granted  to  the  said  Southern  Pacific  Railroad  Company  of 
California,  by  the  act  of  July  twenty-seven,  eighteen  hundred  and  sixty-six; 
Provided,  however.  That  this  section  shall  in  no  \vay  affect  or  impair  therigfats, 
r)resent  or  prospective,  of  the  Atlantic  and  Pacific  Railroad  Company,  or  any 
other  railroad  company. 

Approved  March  3,  1871. 

(Chap,  CXXII,  41st  Cong.,  sess.  Ill,  vol.  16,  U.  S.  Stat  L.,  p.  573.) 


AN  ACT  8uppl«nentary  to  an  act  entitled  "  An  act  to  incorporate  the  Teacaa  Pacific  Rail- 
road Company,  and  to  aid  in  the  construction  of  its  road,  and  for  otb^  parposes^*'  ap- 
proved March  third,  eighteen  hundred  and  seventy-one. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  J'nited 
states  of  America  in  Congress  asse})ihled.  That  the  name,  style,  and  title  of  the 
Texas  Pacific  Railroad  Company  shall  hereafter  he  The  Texas  and  Tacitic 
Railway  Company  " ;  and  the  said  the  Texas  and  Tacitic  Railway  Comijany  shall 
have,  possess,  and  rajoy  all  rights,  privileges,  and  franchises  heretofore  con- 
ferred upon  the  said  Texds  Pacific  Railroad  Company. 

S£c.  2.  That  the  said  the  Tex:as  and  Pacific  Railway  Company  shall  have 
power  and  authority  to  issue  the  ecmstruction  and  land  bonds  authorized  by 
the  eleventh  section  of  said  act  of  incori^oration,  for  such  amounts,  not  exceed- 
injf  forty  thousand  dollars  per  mile  of  said  road,  of  constrnction  bonds,  as 
said  company  nmy  deem  needful  to  provide  for  the  construction  and  equip- 
ment of  its  line,  and  to  include  in  the  niortjra^e  or  niort.trajres  to  secure  said 
construction  bonds  all  or  any  portion  of  the  lands  granted  in  aid  of  the  con- 
struction of  said  railroad ;  and  in  the  mortgage  or  mortgages  to  secure  said  land 
bonds,  any  portion  of  said  lands  not  so  used  to  secure  the  construction  b<Mids 
aforesaid ;  and  all  or  any  portion  of  the  lands  acquired  by  the  terms  of  con* 
solidation  lawfully  authorized  by  the  fourth  section  of  said  act  March  thirds 
eighteen  hundred  and  seventy-one,  with  any  railroad  company  or  companies^ 
to  whom  grants  of  land  may  have  been  made,  or  may  hereafter  be  made,  hy 
any  congressional,  State,  or  Territorial  authority,  or  who  may  have  purchased 
the  same  previous  to  any  such  arrangement  or  C(»nsolidation.  ;ind  within  the 
time  limited  for  the  completion  of  the  road,  and  all  8uch  lands  of  every  descrip- 
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tino  shall  be  subject  to  all  liniitations  and  conditions  now  by  law  existing  in 
relation  thereto  and  as  modified  by  this  act;  and  this  act  shall  not  be  con- 
strued to  revive,  enlarge,  extend  or  create  any  laud  grant  whatever,  beyond 
that  heretofore  irranted  by  Congress,  and  which  shall  duly  inure  to  said  com- 
pany upon  coiiipliaiu't'  with  the  terms  of  tliis  act  in  relation  to  tlie  times  tixed 
for  comi)leti()n  of  said  railway,  and  all  such  mortgages  shall  be  subject  to  all 
the  conditions  and  limitations  by  law  existing  under  this  act  and  the  acts  to 
which  it  is  supplementary  in  respect  to  such  lands,  and  shall  not  be  held  to 
vest  any  title  in  the  mortgage  or  create  any  lien  cm  such  lands,  other  than 
0Qch  company  is  or  may  become  lawfully  entitled  to  vest  or  create  thereunder ; 
but  the  amount  of  said  land  1)onds  shall  not  exceed  two  and  a  half  dollars 
per  acre  for  all  lands  covered  by  the  mortgage  or  mortgages  securing  the  same. 

Skc.  3.  That  all  the  mortgages  made  and  executed  by  said  railroad  company 
shall  be  filed  and  recorded  in  the  Department  of  the  Interior,  which  shall  be  a 
sufficient  evidence  of  their  legal  execution:  ProvidCiL  That  the  aforesaid  bonds 
anil  the  authorized  capital  stock,  or  the  proceeds  thereof,  shall  be  applied  only 
for  the  puri>ose  of  securing  the  construction,  operation,  and  equipment  of  tlie  con- 
templated railroad  line,  under  lawful  contracts  with  such  parties,  and  on  sucii 
terms  and  conditions  as  said  con^ny  may  deem  needful,  and  for  the  further 
purpose  of  purchase,  consolidation,  cMipletion,  equipment,  and  operating  of 
the  other  roads,  as  contemplated  by  said  act  and  fifkeciQed  therein,  being  a  part 
of  the  aforesaid  railrotul  line,  and  f<»r  the  expenses  necessary  and  incident  to- 
the  works  authorized  thereby:  Provided,  hotvever,  That  said  road  and  its 
equipment  shall  be  of  the  standard  heretofore  required  by  the  United  States 
Govemment  for  the  existing  Pacific  Railway  lines :  And  provided  further,  That 
said  mortgage  or  mortgages  shall  in  no  wise  impair  or  affect  any  lien  existing 
on  tlie  property  of  said  company  or  companies  at  or  before  the  time  of  such 
consolidation. 

Sec.  4.  That  said  road  shall  be  constructed  of  iron  or  steel  rails  manufac- 
tured from  American  ore,  except  such  as  may  have  been  contn^cted  for  hefim 
consolidation  by  any  railroad  conwany  whSdA  may  ba  pardiraid  by,  or  copi^ 

solidated  with,  this  company. 

Skc.  5.  That  the  said  Texas  and  Pacific  Railway  Company  shall  commence  the 
construction  of  its  road  at  or  near  Marshall,  Texas,  and  proceed  with  its  con- 
struction, under  the  original  act  and  this  supplement,  or  in  pursuance  of  the 
authority  derived  from  any  consolidation  as  aforesaid,  westerly  from  a  i>oint 
near  Marshall,  and  towards  San  Diego,  in  the  State  of  California,  on  the  line 
authorized  by  the  original  act,  and  so  prosecute  tibe  same  as  to  have  at  least  one 
hundred  consecutive  miles  of  railroad  from  said  point  con\plete  a«d  run- 
ning order  within  two  years  after  the  passage  of  this  act ;  and  so  continw^  to 
construct,  each  year  thereafter,  a  suflScient  number  of  miles,  not  less  than  one 
hundred,  to  secure  the  completion  of  the  whole  line,  from  the  aforesaid  point 
on  the  eastern  boundary  of  tl)e  State  of  Texas  to  the  bay  of  San  Diego,  in  the 
JState  of  California,  as  aforesaid,  within  ten  years  after  the  passage  of  this  act; 
and  said  road  from  Marshall.  Texas,  throughout  the  length  thereof,  shall  be 
of  uniform  gauge:  Provided,  Iwimver.  That  the  said  company  shall  commence 
the  construction  of  said  road  from  San  Diego  eastward  within  one  year  from 
the  passage  of  this  act,  and  construct  not  less  than  t^  miles  before  the  ex^ra* 
tion  of  the  second  year,  and  after  the  second  year  not  less  than  twenty^ve  . 
miles  i^er  annum  in  continuous  line  thereafter  between  San  Diego  and  the 
Colorado  River  until  the  junction  is  formed  with  the  line  from  the  east  at  the 
latter  point  or  east  thereof;  and  upon  failure  to  so  complete  it,  Congress  may 
a<Io]>t  such  measures  as  it  may  deem  neecssary  and  proper  to  secure  its  speedy 
completion:  and  it  shall  also  be  lawful  for  said  company  to  commence  and 
prostH'ute  the  consti'Ucti<»n  of  its  line  from  any  other  point  or  points  on  its  line; 
but  nothing  in  this  act  contained  shall  be  so  construed  as  to  authorize  the 
gnmt  of  any  additional  lands  or  subsidy,  of  any  nature  or  kind  whatsoever,  on 
the  part  of  the  Govemment  of  the  United  States:  PvoviOea,  That  said 
and  Pacific  Railway  Company  slmll  be,  and  it  is  hereby  authonzed  and  required 
to  construct,  maintain,  control,  and  operate  a  road  between  Marshall,  Texafii» 
and  Shreveport,  Louisiana,  or  control  and  operate  any  existing  road  between 
jsaid  points,  of  the  same  gauge  as  the  said  Texas  &  Pacific  Railroad ;  and  that 
.-all  roads  terminating  at  Shreveport  shall  have  the  right  to  make  the  same 
running  connections,  and  shall  be  entitled  to  the  same  privileges,  for  the 
transaction  of  business  in  connection  with  the  said  Texas  and  Pacific  Railway  as 
^re  granted  to  roads  intersecting  therewith :  Provided  further^  That  nothing 
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herein  shall  be  construed  as  changing  the  tenniniis  of  said  Texas  and  Pacific 

Hailway  from  Marshall,  as  provided  In  tlie  original  act. 

Skc.  G.  That  all  acts  or  parts  of  |LCts  ttcon^stent  vAth  tMB  supptonent  be 

^nd  the  same  are  hereby  repealed. 
Approved  May  2,  1872. 

(Cliap.  CXXXII,  4S{d  Cong.,  aess.  II,  voL  17,  U.  S.  S.  L.,  p.  59.) 


JLN  ACT  Supplemental  to  an  act  entitk^d  "  An  net  to  incorporate  the  Texas  Pacific  Uail- 
road  Company,  and  to  aid  in  the  construction  of  its  road,  and  ISor  other  DurDose&" 
awroT«d  Marcb  third,  eighteen  haadrocl  and  Beventy-onJT^  y^^ryos^ 

Be  it  enacted  by  tlie  Senate  and  House  of  Reprcs€mtatwe»  of  the  Untied 
States  of  America  in  Congress  assembled.  That  the  face  value  of  all  bonds  here- 
after issued  by  the  Texas  and  Pacific  Railroad  Company,  under  the  provisions 
of  an  act  approved  March  3, 1871,  shall  at  the  option  of  the  company,  be  either 
in  gold  or  other  lawful  money  of  the  United  States,  bearing  interest,  at  like 
option  of  tbe  company,  either  in  gold  or  other  lawful  money  of  the  United 
States ;  and  any  mortj^age  heretofore  executed  by  said  company,  securing  l>ondj» 
payable  in  any  lawful  money  of  tlie  United  States,  other  than  ffold,  and  the 
bonds  recited  therein,  and  to  secure  which  said  mortgage  was  given,  are  iierebv 
legalized,  and  said  mortgage  and  bonds  shall  have  the  same  effect  as  thougii 
they  had  been  authorized  by  the  act  to  which  this  is  a  supplement:  Provided^ 
Tliat  in  ftll  other  respects  the  requirements  of  that  law  in  r^ard  to  such  mort- 
{pge  ftnd  boAcIs  h^ve  been  fully  complied  with. 

Approved  Mftrch 

(Oh*p.  CCl^VIl.  ^  Cms.,        III,       17.  U.  S.  S.  L.,  p.  S8&) 


AN  ACT  Supplementary  to  the  act  ratitted  "  An  act  to  incorporate  the  Texas  Pacifle 
6»^roa#  Comtaajr,       t»  lOd  in  tbe  constractiiiA  of  its  road»  and  tor  other  parpo8e&" 

Be  it  enacted  by  the  Senate  and  ffouse  of  Bepresentativesi  of  the  United 
States  of  America  in  Congress  assembled.  That  the  Texas  and  Pacific  Railway 

Company  is  hereby  empowered  to  secure,  by  one  or  more  mortgages  up<m  the 
Avhole  or  any  portion  of  its  line,  the  construction  bonds  heretofore  authorized 
to  be  issued,  and  to  cancel  the  mortgage  now  on  record  with  the  Secretary  of  the 
Interior,  so  far  as  the  same  can  be  done,  without  prejudice  to  existing*^  rights, 
and  to  substitute  therefor  the  mortgage  or  mortgages  hereby  authorized,  which 
substituted  mortgages  sliall  expressly  reserve  all  rights  which  may  have  been 
acquired  under  the  existing  mortgage :  Provided,  That  the  aggregate  of  the  said 
bonds  to  be  issued  under  and  secured  by  said  mortgage  or  mortgages  shall  not 
exceed  the  limit  heretofore  fixed  by  Congress;  and  said  mort^^^s fw  the  divi- 
sion east  of  Fort  Worth  shall  embrace  the  roads  and  property  of  the  Southern 
Pacific  Railroad  Company  and  of  the  Southern  Transcontinental  Railway  Com- 
pany, heretofore  merged  in  and  consolidated  with  the  said  Texas  and  Pacific 
Railway  Company,  under  the  authority  and  requirements  of  the  laws  of  the 
State  of  Texas,  and  which  roads,  so  merged  as  aforesaid,  shall,  for  that  and 
all  other  purposes,  be  deemed  and  taken  to  be  a  part  of  the  said  Texas  and 
Pacific  Railway,  and  shall  hereafter  be  subject  to  all  the  provisions  and  limita- 
tions of  the  act  of  Congress  incorporating  said  company,  and  of  the  supplements 
thereto:  And  provided  further.  That  nothing  in  this  act  »hall  be  construed  or 
have  the  efliect  to  entitle  said  corporation  to  any  ottier  or  further  liglits  to 
public  lands,  or  in  any  other  respect,  as  agiOnst  tlie  United  States,  than  sudi 
us  by  law  it  is  now  entitled  to. 
Approved  June  22d,  1874. 

(Ghw.  m*.  43d  Cwg.,  sess,  I,  voUlS,  U.  S.  S.  L.,  m.) 


YHK  TSXAS  is  PACITIO  BAILWAT  CO.  017T14NE  OF  fLTEPOSES  OF  P^POSEO  CHABTER 

AKEN0KENT« 

The  Texas  &  Pacific  Hailway  Go.  owns  a  property  of  great  intrinsic 

value,  having  a  mileage  of  about  1,850  miles,  extending  ftmn  New  Orleans  to 
El  Paso.  It  is  operating  under  a  Federal  charter,  which  can  be  amended  only 
by  act  of  Congress.  It  enjoys  an  especially  favorable  geographical  position 
and  serves  a  rich  and  |;rowing  territory.  It  ought  to  be  strong  and  proq;^oua 
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and  capable  of  giviug  adequate  facilities  to  and  greatly  aiding  tn  the  der6ld|K 
ment  of  the  territory  which  it  servea 

That  for  years  the  company  has  heen  in  poor  credit  and  since  1916  has  been  in 
the  hands  of  receivers  is  due  to  radical  defects  in  its  linancial  structure.  That 

structure  is  such  that  tlio  company  has  been  unable  to  create  any  marketable 
security  witli  which  to  raise  the  iiKMieys  f(»r  improvements,  betterments,  and 
a(l(liti<ais  imperatively  required  to  suable  it  to  keep  abreast  of  the  times,  operate 
its  i»ropt'rty  economically,  and  develop  its  full  earninj^  capacity.  The  mortgages 
resting  upon  its  lines  are  cU>se<l.  Its  aggregate  mortgage  indebtedness,  includ- 
ing its  second-mortgage  income  bonds,  is  approximately  $55,000,000.  Manifestly 
bonds  ranking  behind  so  large  a  prior  lien  would  not  be  marketable  at  a  satis* 
factory  price. 

The  result  is  that,  although  for  upward  of  12  years  the  company  has  not 
paid  interest  upon  its  second-mortgage  income  bonds  and  has  applied  to  better- 
ments jtractically  its  entire  net  income  over  nnd  above  tlic  interest  upon  the 
moi't.uai:*'  (tl)ligations  ranking  prior  to  those  bonds,  the  property  is  not  in  satis- 
factory t»!iysic;il  condition,  and  its  earning  capacity  and  ability  to  operate  eco- 
nomically and  serve  the  public  are  suffering  accordingly.  The  company  also  ha& 
outstanding  a  judgment  for  approximately  $4,f)00,000,  recovered  on  certain  unse- 
cured notes. 

The  following  plan  of  readjustment  makes  provision  for  meeting  the  difficul- 
ties above  stated : 

(a)  Provision  for  improvements,  additions,  and  betterments  is  to  be  made, 
if  and  when  authorized  by  the  Interstate  Commerce  C<>mmission,  by  the  creation 
of  an  issue  of  new  bonds,  to  be  known  as  general  and  refunding  mortgage  bonds, 
secured  by  a  new  mortgage  subordinate  only  to  the  existing  tirst-mortgage  and 
branch-line  bonds,  aggregatmg  approximately  $30,000,000.  These  nev>*  bonds- 
should  be  a  safe  and  marketable  security,  as  the  aggregate  amount  of  prior  lienfr 
np(m  the  completion  of  the  readjustment  will  be  at  the  rate  of  less  than  $17,000 
per  mile. 

(6)  The  second-mortgage  income  bondholders  are  willing  to  receive  on  sur- 
render of  their  bonds  5  per  cent  noncumulative  preferred  stock  equal  at  par 
to  the  full  amount  of  said  bonds  wlienever  the  issuance  of  such  stock  is  author- 
ized by  the  Interstate  Commerce  Commission. 

(0)  The  judgment  recovered  uimn  the  unsecured  notes  is  to  be  funded  into 
obligations  of  the  c*)mpany  junior  to  the  new  general  and  refunding  mortgage 
bonds,  as  may  be  authorized  by  the  Interstate  Commerce  CJonamisslon. 

The  proposed  plan,  if  the  bill  is  pasded,  will  not  increase  the  total  outstanding 
securities,  but  will  change  the  form  from  lieu  bonds  of  $25,000,000  to  pre- 
ferred stock  of  like  amoimt;  and.  in  addition  thereto,  will  permit,  but  only 
when  and  as  authorized  by  the  Interstate  Connnerce  Commission,  the  issu- 
ance of  bonds  for  badly  needed  improvements,  betterments,  equipment,  and 
extensions,  a  privilege  which  all  other  railroads  now  enjoy  under  the  terms 
of  the  transportation  act. 

If  the  proposed  amendment  to  the  charter  is  obtained  and  the  plan  herein 
referred  to  is  carried  out  the  company  will  be  put  in  a  position  to  provide 
adequately  for  its  capital  requirements,  the  amount  of  its  total  capitalization, 
including  stock  and  bonds,  will  not  be  increased,  and  its  common  stockholdcos 
will  be  enabled  to  retain  their  stock,  without  assessment. 

The  plan  under  consideration  contemplates  an  adjustment  through  the 
voluntary  action  of  security  holders  without  the  enforcement  of  any  existing 
mortgages  or  other  liens. 

The  readjustment  will  effect  a  reduction  of  $25,000,000  in  the  aggregate 
mortgage  debt  now  resting  upon  the  property  by  the  surrender  of  the  out- 
standing second  mortgage  income  bonds  and  the  issue  In  lieu  thereof  of  a  like 
par  amount  of  5  per  ceat  noncumulative  preferred  stock.  The  cancellation  of 
the  mortgage  securing  the  second  mortgage  Income  bonds  should  give  the 
company  ample  borrowing  power  for  the  purpose  of  meeting  its  future  capital 
requirements.  The  total  capitalization,  including  bonded  debt,  of  the  com- 
pany will  not  be  increased  and  the  existing  common  stock  will  not  be  dis- 
turbed and  will  not  be  called  upon  by  assessment  or  otherwise  to  meet  any 
part  of  the  cost  of  readjustment. 

(Whereupon,  at  12.10  oclock  p.  m.,  the  committee  went  into  executive 
session.) 


X 


